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S. 3323 AND H. R. 8862, TO AMEND THE ATOMIC 


ENERGY ACT OF 1946 





MONDAY, MAY 10, 1954 


CoNGRESS OF THE UNITED STATES, 


Jount ComMirree oN Atomic ENERGY, 
W ashing ton, dD. ¢ 

The joint committee met at 10:05 a. m., pursuant to call, in the 
Old Supreme Court Room, the Capitol, Hon. W. Sterling Cole, chair- 
man of the joint committee, presiding. 

Present: Representative Cole (chairman), Senators Hickenlooper 
(vice chairman), Bricker, Johnson of Colorado, Representatives Hin- 
shaw, Van Zandt, Holifield, and Price. 

Present also: Corbin C. Allardice, executive director; George 
Norris, Jr., counsel to the joint committee; Walter A. Hamilton and 
Francis P. Cotter, professional staff members. 

Chairman Cote. The meeting will come to order. 

The Chair has a rather extended statement to express at the open- 
ing of these public hearings in order to provide something of a back- 
ground for the hearings and the legislation that is under consideration. 

This is the first public meeting to discuss a major revision of the 
Atomic Energy Act of 1946. This legislation has served our Nation 
well through a trying and uncertain period. The Atomic Energy 
Act of 1946 embodied the wisdom and best foresight of the Con- 
gress and the people in the first months following the close of World 
War II, when atomic energy had so strikingly emerged as a revolu- 
tionary new force. 

Such amendments as have been made since that time have been 
very limited in nature—a tribute to the authors of the original 
legislation. Yet the authors of the Atomic Energy Act of 1946 
themselves called attention in their declaration of policy to the fact 
that any legislation will necessarily be subject to revision from 
time to time in this rapidly changing field. This is such a time. 
The events of the past 8 years have indeed brought us to a far dif- 
ferent outlook both as to the military and the peaceful import and 
role of atomic energy. We must now make our basic atomic energy 
statute reflect our current needs and desires. 

These public meetings concerning revision of the Atomic Energy 
Act of 1946 will be an important source of information and guidance 
for the committee and the Congress in consideration of H. R. 8862 
and 8S. 3323. But it would be well to call attention to the fact that 
these hearings will not stand alone as the only source of information 
for such guidance. 

The joint committee has served as the agent of the people and 
the Congress for over 714 years. During this period the committee 
1 
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has held 112 public hearings and has published 28 reports and com- 
mittee prints. It has accumulated and attempted to absorb the in- 
formation contained in many tens of thousands of unclassified books, 
magazine and newspaper articles, reports, documents, and pieces of 
correspondence. 

In addition to this very large amount of public information and 
public reporting, the joint committee has conducted 283 full or sub- 
committee meetings in executive session. Hundreds of witnesses 
from every phase of atomic-energy activities have appeared before 
the committee and discussed almost every conceivable ramification 
and implication of the use, development, and control of atomic energy 
for both military and peaceful ends. These have been highly clas- 
sified discussions. The committee has evoked frankness and free- 
dom of inquiry in these closed meetings dealing with information 

vitally affecting our common defense and security. 

The members of the committee and its staff have traveled many tens 
of thousands of miles every year in order to inspect the plants and 
laboratories engaged in our atomic energy activities and those of our 
suppliers abroad. Scores of independent investigations have been con- 
ducted by the committee, its staff, and special consultants. The com- 
mittee now has over 5,000 highly classified documents, reports, memo- 
randums, and pieces of correspondence which it maintains in its 
classified files under an elaborate and carefully supervised security 
system. The committee has full and current access to all the files in the 
entire atomic energy program including personnel security files. 

All of these hearings, reports, studies, documents, and other sources 
of information are available to assist and guide the members of this 
committee in its consideration of these bills now before us. Many of 
the specific administrative and policy issues involved here have been 
the subject of extensive discussion and examination for m: iny years. 
These public hearings and the executive consideration of the proposed 
legislation which will follow are the logical culmination of 714 years 
of effort. To all of my colleagues who have shared all or part of this 
long experience with me, I would like to say in all modesty that I be- 
lieve we are ready and able to take bs this task of legislative revision. 

The history of H. R. 8862 and S. 3323 is of some inte rest. The joint 
committee issued a 415- page print in ‘Deo ember 1952 entitled “Atomic 
Power and Private Enterprise.” During June = July of last year, 
the committee held 14 open meetings on atomic power development and 
private enterprise in which testimony and statements were received 
from 112 witnesses representing 83 organizations. 

Subsequently, on December 8 of last year, the President made his 
dramatic and inspiring speech before the General Assembly of the 
United Nations in which he called for a beginning of peaceful atomic 
development through the mechanism of an international agency, an 
atomic pool from which all nations might profit equally and which 
might serve as a first constructive step toward a peaceful atomic world. 

I would like to insert that entire speech in our record at the conclu- 
sion of myremarks. It points the direction in which we all hope to 
move. 

(The speech referred to appears on p. 4.) 

Chairman Cote. On February 17 of this year the President sent to 
the Congress a special message transmitting recommendations relative 
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to the Atomic Energy Act of 1946, which I would like to make a part 
of the record also, following the President’s United Nations Address. 

(The material referred to appears on p. 8.) 

Chairman Coxez. In this message, the President stated that— 

These recommendations are apart from my proposal to seek a new basis for 
international cooperation in the field of atomic energy. 


He added: 
Consideration of additional legislation which may be needed to implement that 

proposal should await the development of areas of agreement as a result of our 

discussions with other nations. 

The message did recommend that the following objectives be sought 

through amendments to the Atomic Energy Act of 1946 at this time: 

First, widened cooperation with our allies in certain atomic energy matters; 

Second, improved procedures for the control and dissemination of atomic 
energy information; and 

Third, encouragement of broadened participation in the development of peace- 
time uses of atomic energy in the United States. 

These are the basic objectives sought in the two bills before us. 

In the joint statement which the chairman and the vice chairman 
made on April 15 and April 19 on introducing these bills in the 
House and Senate, attention was called to the fact that the language 
in the bills “is, of course, subject to revision by the joint committee. 
Undoubtedly, it will be revised in some measure upon the completion 
of the public and executive hearings.” The entire joint statement to 
which I have referred is offered for the record to follow the message 
of the President. 

(The statement referred to will be found on p. 13.) 

Chairman Cote. I cannot reemphasize too strongly that these bills 
are intended only to provide a starting point. The committee has al- 
ready held eight executive hearings with representatives of the de- 
partments and agencies of Government primarily concerned. Many 
suggestions and comments have been received and are under consid- 
eration by the committee concurrent with these public hearings. The 
advice and guidance obtained from volunteer witnesses who have 
responded to the public invitation extended by the committee on 
April 19 will undoubtedly give rise to addition: il considerations. 

After the committee has received testimony from all those who wish 
to appear before it on these bills, a revised bill will be prepared and 
made available to the executive departments and agencies. Their rep- 

resentatives will then be asked to testify in open session on the first 

revision of the bills. Upon the conclusion of comments, including 
those from non-Government individuals or groups who may wish to 
submit written statements on the revised proposal, the committee will 
undertake a final revision. I have every expectation that we will be 
able to report a bill to both the House and Senate for action in this 
session of the Congress. 

Before hearing from the public witnesses, I would like to m ake 
clear what I believe to be the relation of these bills to the President’s 
December 8 proposal for an atomic pool plan. As I noted previously, 
the President’s message to Congress on February 17 stated that— 
Consideration of additional legislation which will be needed to implement that 
proposal should await the development of areas of agreement as a result of our 
discussions with other nations. 


























4 AMEND ATOMIC ENERGY ACT OF 1946 


While recognizing that in the absence of some exploratory work by 
the Government, it may not be possible to prepare comp letely ade- 
quate implementing legislation, it is my hope that the bill as reported 
finally will cover this subject and will assist the President in develop- 
ing such a plan in the full realization of his farsighted and humani- 
tarian offer. 

The most we can probably do now is to show our willingness and 
readiness to take the sort of legislative steps which are essential to 


his plan. 


“. . . to find the way by which the miraculous inventiveness of man shall not 
be dedicated to his death, but consecrated to his life.” 


ATOMIC POWER FOR PEACE 


An Address by Dwight D. Eisenhower, President of the United States, before 
The General Assembly of the United Nations, December 8, 1953 


MADAME PRESIDENT, MEMBERS OF THE GENERAL ASSEMBLY : 

When Secretary General Hammarskjold’s invitation to address this General 
Assembly reached me in Bermuda, I was just beginning a series of conferences 
with the Prime Ministers and Foreign Ministers of Great Britain and of France. 
Our subject was some of the problems that beset our world. 

During the remainder of the Bermuda Conference, I had constantly in mind 
that ahead of me lay a great honor. That honor is mine today as I stand here, 
privileged to address the General Assembly of the United Nations. 

At the same time that I appreciate the distinction of addressing you, I have 
a sense of exhilaration as I look upon this Assembly. 

Never before in history has so much hope for so many people been gathered 
together in a single organization. Your deliberations and decisions during 
these somber years have already realized part of those hopes. 

But the great tests and the great accomplishments still lie ahead. And in 
the confident expectation of those accomplishments, I would use the office which, 
for the time being, I hold, to assure you that the Government of the United 
States will remain steadfast in its support of this body. This we shall do in 
the conviction that you will provide a great share of the wisdom, the courage, 
and the faith which can bring to this world lasting peace for all nations, and 
happiness and well being for all men. 

Clearly, it would not be fitting for me to take this occasion to present to 
you a unilateral American report on Bermuda. Nevertheless, I assure you 
that in our deliberations on that lovely island we sought to invoke those same 
great concepts of universal peace and human dignity which are so cleanly 
etched in your Charter. 

Neither would it be a measure of this great opportunity merely to recite, 
however hopefully, pious platitudes. 


A Danger Shared by All 

I therefore decided that this occasion warranted my saying to you some of 
the things that have been on the minds and hearts of my legislative and 
executive associates and on mine for a great many months—thoughts I had 
originally planned to say primarily to the American people. 

I know that the American people share my deep belief that if a danger 
exists in the world, it is a danger shared by all—and equally, that if hope 
exists in the mind of one nation, that hope should be shared by all. 

Finally, if there is to be advanced any proposal designed to ease even by the 
smallest measure the tensions of today’s world, what more appropriate audience 
could there be than the members of the General Assembly of the United Na- 
tions? 

I feel impelled to speak today in a lang iage that in a sense is new—one which 
I, who have spent so much of my life in the military profession, would have 
preferred never to use. 

That new language is the language of atomic warfare. 

The atomic age has moved forward at such a pace that every citizen of the 
world should have some comprehension, at least in comparative terms, of the 
extent of this development, of the utmost significance to every one of us. Clearly, 
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if the peoples of the world are to conduct an intelligent search for peace, 
they must be armed with the significant facts of today’s existence. 

My recital of atomic danger and power is necessarily stated in United States 
terms, for these are the only incontrovertible facts that I know. I need hardly 
point out to this Assembly, however, that this subject is global, not merely na 
tional in character. 

The Fearful Potentials 

On July 16, 1945, the United States set off the world’s first atomic explosion. 

Since that date in 1945, the United States of America has conducted 42 test 
explosions. 

Atomic bombs today are more than 25 times as powerful as the weapons with 
which the atomic age dawned, while hydrogen weapons are in the ranges of 
millions of tons of TNT equivalent. 

Today, the United States’ stockpile of atomic weapons, which, of course, in 
creases daily, exceeds by many times the explosive equivalent of the total of all 
bombs and all shells that came from every plane and every gun in every theater 
of war in all of the years of World War II. 

A single air group, whether afloat or land-based, can now deliver to : 
reachable target a destructive cargo exceeding in power all the bombs that 
on Britain in all of World War II. 

In size and variety, the development of atomic weapons has been no less re 
markable. The development has been such that atomic weapons have virtually 
achieved conventional status within our armed services. In the United States 
the Army, the Navy, the Air Foree, and the Marine Corps are all capable of 
putting this weapon to military use. 

But the dread secret, and the fearful engines of atomic might, are not ours 
alone. 

In the first place, the secret is possessed by our friends and allies, Great 
Britain and Canada, whose scientific genius made a tremendous contribution 
to our original discoveries, and the designs of atomic bombs. 

The secret is also known by the Soviet Union. 

The Soviet Union has informed us that, over recent years, it has devoted 
extensive resources to atomic weapons. During this period, the Soviet Union has 
exploded a series of atomic devices, including at least one involving thermo 
nuclear reactions. 


No Monopoly of Atomic Power 

If at one time the United States possessed what might have been called a 
monopoly of atomic power, that monopoly ceased to exist several years ago. 
Therefore, although our earlier start has permitted us to accumulate what is 
today a great quantitative advantage, the atomic realities of today comprehend 
two facts of even greater significance. 

First, the knowledge now possessed by several nations will eventually be 
shared by others—possibly all others. 

Second, even a vast superiority in numbers of weapons, and a consequent 
capability of devastating retaliation, is no preventive, of itself, against the 
fearful material damage and toll of human lives that would be inflicted by 
surprise aggression. 

The free world, at least dimly aware of these facts, has naturally embarked 
on a large program of warning and defense systems. That program will be ac 
celerated and expanded. 

But let no one think that the expenditure of vast sums for weapons and sys 
tems of defense can guarantee absolute safety for the cities and citizens of any 
nation. The awful arithmetic of the atomic bomb does not permit of any such 
easy solution. Even against the most powerful defense, an aggressor in pos 
session of the effective minimum number of atomic bombs for a surprise attack 
could probably place a sufficient number of his bombs on the chosen targets to 
cause hideous damage. 

Should such an atomic attack be Jaunched against the United States, our re- 
action would be swift and resolute. But for me to say that the defense capabili- 
ties of the United States are such that they could inflict terrible losses upon an 
aggressor—for me to say that the retaliation capabilities of the United States 
are so great that such an aggressor’s land would be laid waste—all this, while 
fact, is not the true expression of the purpose and the hope of the United 
States. 
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To pause there would be to confirm the hopeless finality of a belief that two 
atomic colossi are doomed malevolently to eye each other indefinitely across 
a trembling world. To stop there would be to accept helplessly the probability 
of civilization destroyed—the annihilation of the irreplaceable heritage of man- 
kind handed down to us generation from generation—and the condemnation 
of mankind to begin all over again the age-old struggle upward from savagery 
toward decency, and right, and justice. 

Surely no sane member of the human race could discover victory in such 
desolation. Could anyone wish his name to be coupled by history with such 
human degradation and destruction? 

Occasional pages of history do record the faces of the “Great Destroyers” but 
the whole book of history reveals mankind’s never-ending quest for peace, and 
mankind’s God-given capacity to build. 

It is with the book of history, and not with isolated pages, that the United 
States will ever wish to be identified. My country wants to be constructive, not 
destructive. It wants agreements, not wars, among nations. It wants itself to 
live in freedom, and in the confidence that the people of every other nation enjoy 
equally the right of choosing their own way of life. 

No Idle Words or Shallow Visions 

So my country’s purpose is to help us move out of the dark chamber of horrors 
into the light, to find a way by which the minds of men, the hopes of men, the 
souls of men everywhere, can move forward toward peace and happiness and 
well being. 

In this quest, I know that we must not lack patience. 

I know that in a world divided, such as ours today, salvation cannot be attained 
by one dramatic act. 

I know that many steps will have to be taken over many months before the 
world can look at itself one day and truly realize that a new climate of mutually 
peaceful confidence is abroad in the world. 

But I know, above all else, that we must start to take these steps—NOW. 

The United States and its allies, Great Britain and France, have over the 
past months tried to take some of these steps. Let no one say that we shun the 
conference table. 

On the record has long stood the request of the United States, Great Britain, 
and France to negotiate with the Soviet Union the problems of a divided Ger- 
many. 

On that record has long stood the request of the same three nations to negotiate 
an Austrian State Treaty. 

On the same record still stands the request of the United Nations to negotiate 
the problems of Korea. 

Most recently, we have received from the Soviet Union what is in effect an 
expression of willingness to hold a Four Power Meeting. Along with our allies, 
Great Britain and France, we were pleased to see that this note did not contain 
the unacceptable pre-conditions previously put forward. 

As you already know from our joint Bermuda communique, the United States, 
Great Britain, and France have agreed promptly to meet with the Soviet Union, 

The Government of the United States approaches this conference with hopeful 
sincerity. We will bend every effort of our minds to the single purpose of emerg- 
ing from that conference with tangible results toward peace—the only true way 
of lessening international tension. 

We never have, we never will, propose or suggest that the Soviet Union sur- 
render what is rightfully theirs. 

We will never say that the peoples of Russia are an enemy with whom we have 
no desire ever to deal or mingle in friendly and fruitful relationship. 

On the contrary, we hope that this Conference may initiate a relationship with 
the Soviet Union which will eventually bring about a free intermingling of the 
peovles of the Fast and of the West—the one sure, human way of developing the 
understanding required for confident and peaceful relations. 

Instead of the discontent which is now settling upon Eastern Germany, occupied 
Austria, and the countries of Eastern Europe, we seek a harmonious family of 
free Enronean nations, with none a threat to the other, and least of all a threat 
to the peonles of Russia. 

Bevond the turmoil and strife and misery of Asia, we seek neaceful opportunity 
for these peoples to develop their natural resources and to elevate their lives. 

These sre not idle words or shallow visions. Behind them lies a story of na- 
tions lately come to independence, not as a result of war, but through free grant 
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or peaceful negotiation. There is a record, already written, of assistance gladl: 
given by nations of the West to needy peoples, and to those suffering the tem- 
porary effects of famine, drought, and natural disaster. 

These are deeds of peace. They speak more loudly than promises or protesta- 
tions of peaceful intent. 

For the Benefit of Mankind 

But I do not wish to rest either upon the reiteration of past proposals or the 
restatement of past deeds. The gravity of the time is such that every new 
avenue of peace, no matter how dimly discernible, should be explored. 

There is at least one new avenue of peace which has not yet been well ex- 
plored—an avenue now laid out by the General Assembly of the United Nations. 

In its resolution of November 18th, 1953, this General Assembly suggested— 
and I quote—“that the Disarmament Commission study the desirability of es- 
tablishing a sub-committee consisting of representatives of the Powers principally 
involved, which should seek in private an acceptable solution * * and report 
on such a solution to the General Assembly and to the Security Council not 
later than 1 September 1954.” 

The United States, heeding the suggestion of the General Assembly of the 
United Nations, is instantly prepared to meet privately with such other countries 
as may be “principally involved”, to seek “an acceptable solution” to the atomic 
armaments race which over-shadows not only the peace, but the very life, of the 
world. 

We shall carry into these private or diplomatic talks a new conception. 

The United States would seek more than the mere reduction or elimination of 
atomic materials for military purposes. 

It is not enough to take this weapon out of the hands of the soldiers. It must 
be put into the hands of those who will know how to strip its military casing 
and adapt it to the arts of peace. 

The United States knows that if the fearful trend of atomic military buildup 
ean be reversed, this greatest of destructive forces can be developed into a great 
boon, for the benefit of all mankind. 

The United States knows that peaceful power from atomic energy is no dream 
of the future. That capability, already proved, is here—now today. Who can 
doubt, if the entire body of the world’s scientists and engineers had adequate 
amounts of fissionable material with which to test and develop their ideas, 
that this capability would rapidly be transformed into universal, efficient, and 
economic usage. 

To hasten the day when fear of the atom will begin to disappear from the 
minds of people, and the governments of the East and West, there are certain 
steps that can be taken now. 

Proposal for Joint Atomic Contributions 

I therefore make the following proposals: 

The Governments principally involved, to the extent permitted by elementary 
prudence, to begin now and continue to make joint contributions from their 
stockpiles of normal uranium and fissionable materials to an International 
Atomic Energy Agency. We would expect that such an agency would be set up 
under the aegis of the United Nations. 

The ratios of contributions, the procedures and other details would properly 
be within the scope of the “private conversations” I have referred to earlier 

The United States is prepared to undertake these explorations in good faith 
Any partner of the United States acting in the same good faith will find the 
United States a not unreasonable or ungenerous associate. 

Udoubtedly initial and early contributions to this plan would be small in 
quantity. However, the proposal has the great virtue that it can be under 
taken without the irritations and mutual suspicions incident to any attempt 
to set up a completely acceptbale system of world-wide inspection and control. 

The Atomic Energy Agency could be made responsible for the impounding, 
storage, and protection of the contributed fissionable and other materials. The 
ingenuity of our scientists will provide special safe conditions under which such 
a bank of fissionable material can be made essentially immune to surprise seizure. 

The more important responsibility of this Atomic Energy Agency would be to 
devise methods whereby this fissionable material would be allocated to serve the 
peaceful pursuits of mankind. Experts would be mobilized to apply atomic 
energy to the needs of agriculture, medicine, and other peaceful activities. A 
special purpose would be to provide abundant electrical energy in the power- 
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starved areas of the world. Thus the contributing powers would be dedicating 
some of their strength to serve the needs rather than the fears of mankind. 
The United States would be more than willing—it would be proud to take 
up with others “principally involved” the development of plans whereby such 
peaceful use of atomic energy would be expedited. 
Of the “principally involved” the Soviet Union must, of course, be one. 


Out of Fear and Into Peace 


I would be prepared to submit to the Congress of the United States, and 
with every expectation of approval, any such plan that would: 

First—encourage world-wide investigation into the most effective peacetime 
uses of fissionable material, and with the certainty that they had all the material 
needed for the conduct of all experiments that were appropriate; 

Second—begin to dimish the potential destructive power of the world’s atomic 
stockpiles ; 

Third—allow all peoples of all nations to see that, in this enlightened age, 
the great powers of the earth, both of the East and of the West, are interested 
in human aspirations first, rather than in building up the armaments of war; 

Fourth—open up new channel for peaceful discussion, and initiate at least 
a new approach to the many difficult problems that must be solved in both 
private and public conversations, if the world is to shake off the inertia imposed 
by fear, and is to make positive progress toward peace. 

Against the dark background of the atomic bomb, the United States does 
not wish merely to present strength, but also the desire and the hope for peace. 

The coming months will be fraught with fateful decisions. In this Assembly ; 
in the capitals and military headquarters of the world; in the hearts of men 
everywhere, be they governors or governed, may they be the decisions which 
will lead this world out of fear and into peace. 

To the making of these fateful decisions, the United States pledges before 
you—and therefore before the world—its determination to help solve the fearful 
atomic dilemma—to devote its entire heart and mind to find the way by which 
the miraculous inventiveness of man shail not be dedicated to his death, but 
consecrated to his life. 

I again thank the delegates for the great honor they have done me, in inviting 
me to appear before them, and in listening to me so courteously. Thank you. 





[H. Doc. No. 328, 83d Cong., 2d sess. ] 


MESSAGE FROM THE PRESIDENT OF THE UNITED STATES TRANSMITTING Recom- 
MENDATIONS RELATIVE TO THE ATOMIC ENERGY AcT or 1946 


To the Congress of the United States: 

For the purpose of strengthening the defense and economy of the United 
States and of the free world, I recommend that the Congress approve a number 
of amendments to the Atomic Energy Act of 1946. These amendments would 
accomplish this purpose, with proper security safeguards, through the following 
means : 

First, widened cooperation with our allies in certain atomic energy 
matters ; 

Second, improved procedures for the control and dissemination of atomic 
energy information; and, 

Third, encouragement of broadened participation in the development of 
peacetime uses of atomic energy in the United States. 


NUCLEAR PROGRESS 


In 1946, when the Atomic Bnergy Act was written, the world was on the 
threshold of the atomic era. A new and elemental source of tremendous energy 
had been unlocked by the United States the year before. To harness its power 
in peaceful and productive service was even then our hope and our goal, but 
its awesome destructiveness overshadowed its potential for good. In the minds 
of most people this new energy was equated with the atomic bomb, and the bomb 
spelled the erasure of cities and the mass death of men, women, and children. 

Moreover, this Nation’s monopoly of atomic weapons was of crucial importance 
in international relations. The common defense and world peace required that 
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this monopoly be protected and prolonged by the most stringent security 
safeguards. 

In this atmosphere the Atomic Energy Act was written. Well suited to 
conditions then existing, the act in the main is still adequate to the Nation’s 
needs. 

Since 1946, however, there has been great progress in nuclear science and tech- 
nology. Generations of normal scientific development have been cumpressed 
into less than a decade. Each successive year has seen technological advances 
in atomic energy exceeding even progressive estimates. The anticipations of 
1946, when Government policy was established and the Atomic Energy Act was 
written, have been far outdistanced. 

One popular assumption of 1946—that the United States could maintain its 
monopoly in atomic weapons for an appreciable time—was quickly proved 
invalid. That monopoly disappeared in 1949, only 3 years after the Atomic 
Energy Act was enacted. But to counterbalance that debit on the atomic ledger 
there have been mighty increases in our assets. 

A wide variety of atomic weapons—considered in 1946 to be mere possibilities 
of a distant future—have today achieved conventional status in the arsenals 
of our Armed Forces. The thermonuclear weapon, nonexistent 8 years ago, today 
dwarfs in destructive power all atomic weapons. The practicability of con- 
structing a submarine with atomic propulsion was questionable in 1946; 3 weeks 
ago the launching of the U. S. S. Nautilus made it certain that the use of atomic 
energy for ship propulsion will ultimately become widespread. In 1946, too, 
economic industrial power from atomic energy sources seemed very remote; 
today, it is clearly in sight—largely a matter of further research and develop- 
ment, and the establishment of conditions in which the spirit of enterprise can 
flourish. 

Obviously, such developments as these within so short a period should have 
had a profound influence on the Nation’s atomic energy policy. But in a number 
of respects our atomic energy law is still designed to fit the conditions of 1946. 

Many statutory restrictions, based on such actual facts of 1946 as the Ameri- 
can monopoly of atomic weapons and limited application of atomic energy in 
civilian and military fields, are inconsistent with the nuclear realities of 1954. 
Furthermore, these restrictions impede the proper exploitation of nuclear energy 
for the benefit of the American people and of our friends throughout the free 
world. 

An objective assessment of these varied factors leads clearly to these con- 
clusions: In respect to defense considerations, our atomic effectiveness will be 
increased if certain limited information on the use of atomic weapons can 
be imparted more readily to nations allied with us in common defense. In 
respect to peaceful applications of atomic energy, these can be developed more 
rapidly and their benefits more widely realized through broadened cooperation 
with friendly nations and through greater participation by American industry. 
By enhancing our military effectiveness, we strengthen our efforts to deter 
aggression ; by enlarging opportunities for peacetime development, we accelerate 
our own program and strengthen the free world. 

Section 1 of the Atomic Energy Act of 1946 wisely recognizes the need for 
future revisions of the law. In its spirit, and in consideration of matters of 
the utmost importance to the Nation’s defense and welfare, I recommend tha 
the Congress approve a number of amendments to the Atomic Energy Act. 


COOPERATION WITH OTHER NATIONS 


In this atomic era the growth of international cooperation for the defense of 
the free world is the most heartening development on the world political scene 
The United States is allied with many friends in measures to deter aggression 
and, where necessary, to defeat the aggressor. The agreements binding ourselves 
and our friends in common defense constitute a warning to any potential ag- 
gressor that his punishment will be swift and his defeat inevitable. These 
powerful influences for peace must be made as strong and convincing as possible. 

Most of our friends among the nations have had little opportunity to inform 
themselves on the employment of atomic weapons. Under present law we can- 
not give them tactical information essential to their effective participation 
with us in combined military operations and planning, and to their own defense 
against atomic attack. 

Our own security will increase as our allies gain information concerning the 
use of and the defense against atomic weapons. Some of our allies, in fact, are 
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now producing fissionable materials or weapons, supporting effective atomic 
energy research and developing peacetime uses for atomic power. But all of 
them should become better informed in the problems of atomic warfare and, 
therefore, better perpared to meet the contingency of such warfare. In order 
for the free world to be an effective defense unit, it must be geared to the atomic 
facts of this era. 

I urge, therefore, that authority be provided to exchange with nations par- 
ticipating in defensive arrangements with the United States such tactical in- 
formation as is essential to the development of defense plans and to the train- 
ing of personnel for atomic warfare. Amendments to the definition of “re- 
stricted data” recommended later in this message will also contribute to needed 
administrative flexibility in the exchange of information with such nations con- 
cerning the use of atomic weapons. 

To meet a specific defense need existing in 1951, the Congress approved a 
carefully limited procedure for the communication of information on the proc- 
essing of atomic raw materials, reactor development, production of fissionable 
materials, and related research and development. These limitations should 
now be modified so that the authority to communicate information, adjusted to 
present conditions, may be better used to our national advantage. 

In the development of peaceful uses for atomic energy, additional amend- 
ments are required for effective United States cooperation with friendly nations. 
Such cooperation requires the exchange of certain “restricted data” on the in- 
dustrial applications of atomic energy and also the release of fissionable ma- 
terials in amounts adequate for industrial and research use. I therefore recom- 
mend that the Atomic Eenergy Act be amended to authorize such cooperation. 
Such amendments should prescribe that before the conclusion of any arrange- 
ments for the transfer of fissionable material to a foreign nation, assurances must 
be provided against its use by the recipient nation for military purposes. 

Sharing certain information with other nations involves risks that must be 
weighed, in each instance, against the net advantages to the United States. In 
each case we must be guided by such considerations as: The sensitivity and im- 
portance of the data, the specific uses to which the information will be put, 
the security standards of the cooperating nation, its role in the common defense 
of the free world, and the contributions it has made and can make to the 
mutual security effort. Such considerations apply to the exchange or com- 
munication of information on general-defense planning and the employment of 
conventional weapons as well as to the information that could be exchanged 
pursuant to these recommendations. 

These recommendations are apart from my proposal to seek a new basis for 
international cooperation in the field of atomic energy as outlined in my ad- 
dress before the General Assembly of the United Nations last December. Con- 
sideration of additional legislation which may be needed to implement that 
proposal should await the development of areas of agreement as a result of 
our discussions with other nations. 

In a related area, present law prevents United States citizens or corporations 
from engaging directly or indirectly in the production of fissionable material 
outside the United States, except upon determination by the President that the 
proposed activity will not adversely affect the common defense and security. 
Matters that have arisen under this provision have been ordinary business or 
commercial activities which nevertheless fall within the broad statutory pro- 
hibition because they might contribute in some degree, however minor, to foreign 
atomic-energy programs. The President should be enabled to authorize the 
Atomie Energy Commission to make future determinations of this nature. This 
amendment is related also to the above amendment concerning the exchange 
of information with other countries, as arrangements for authorized exchanges 
of information with friendly foreign governments may involve participation by 
American citizens or firms in work in foreign countries. The proposed amend- 
ment would permit the Atomic Dnergy Commission also to authorize such par- 
ticipation. 

All of these proposed amendments should make it clear that the authority 
granted must be exercised only in accordance with conditions prescribed by the 
President to protect the common defense and security. 

PROTECTION OF ATOMIC-ENERGY INFORMATION 
,’ 


A special category of “restricted data,” so defined as to include virtually all 
atomic-energy data of security significance, is now established by law. “Re- 
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stricted data” are protected in the law by special espionage provisions, provi- 
sions relating to the control, dissemination, and declassification of such data, 
and by requirements for personnel security clearances. 

Personnel security—The provisions of the act relating to security clearances 
of personnel need improvement in several respects. The act does not recognize 
degrees of sensitivity of “restricted data.’ The same clearance requirements ap- 
ply to any type of “restricted data,” whether it be access by the unskilled con- 
struction laborer to “restricted data” of only marginal security significance, or 
access by a scientist to the heart of atomic weapons information. The Atomic 
Energy Commission lacks sufficient latitude under present law to determine the 
extent of personnel investigation needed for adequate security. Many costly 
packground investigations required by present law are unnecessary. The Atomic 
Energy Commission should be permitted to relate the scope of investigation re- 
quired under the act to the significance of the access to “restricted data” which 
will be permitted. 

This amendment is especially pertinent to the proposed broadening of private 
participation in the development of atomic power. While such private partic 
pants will require access to “restricted data” on reactor technology, full in 
vestigations of all their employees who will have such access are not warranted 
because much of the data involved will not have significant security importance. 
Moreover, such investigations would impede and discourage the desired partic- 
ipation and would be unnecessarily costly both to Government and to industry. 
Where access to more sentitive “restricted data’ is involved, the Commission 
must, of course, require full investigations 

Another security clearance problem relates to personnel of Department of De 
fense agencies and to the personnel of contractors with those agencies. The 
Atomic Energy Commission may now disclose “restricted data’ to such of these 
personnel as have security clearances from the Department of Defense. The 
“restricted data” so disclosed by the Commission are thereafter protected in 
accordance with Department of Defense security regulations. And yet, con- 
tractors of the Commission are precluded by law from granting the same per 
sonnel access to the same “restricted data” until they have had AEC clearances, 
based on investigations by the Federal Bureau of Investigation or the Civil 
Service Commission. 

As applications of atomic energy become increasingly widespread within the 
armed services, the necessity increases for communication of “restricted data” 
between AEC contractors and participants in related Department of Defense pro- 
grams. The present fact that personnel engaged in military programs who 
have military clearances must be denied access to “restricted data’’ by AEC 
contractor personnel impedes cooperation between the Department of Defense 
and the Atomic Energy Commission in areas of mutual interest and causes un 
necessary expense in time and money. I, therefore, recommend that the Atomic 
Energy Commission be enabled to authorize its contractors and licensees to af- 
ford access to “restricted data” to personnel engaged in Department of D 
fense programs who need such data in their work and who possess the proper 
military security clearances. 

The definition of “restricted data’.—(1) A large body of “restricted data” 
under present law relates primarily to military utilization of atomic weapons. 
The responsibility for the control of much of this weapons information logically 
should rest with the Department of Defense rather than with the Commission 
Many administrative difficulties that are produced by a dual system of security 
would be eliminated by the removal of this weapons information from the 
“restricted data’ category and its subsequent protection by the Department 
of Defense in the same manner and under the same safeguards as other military 
secrets. 

This method of handling weapons information is not possible under present 
law. “Restricted data” can be removed from the statutory “restricted data” 
category only by declassification, upon a determination by the Atomic Energy 
Commission that the publication of such data would not adversely affect the com 
mon defense and security. Declassification obviously is not the remedy. The 
remedy lies in reliance upon the standard security measures of the user, the 
Department of Defense. I recommend, therefore, that the statutory definition of 
“restricted data” be amended to exclude information concerning the utilization 
of atomic weapons, as distinguished from information on their theory, design, 
and manufacture. 

(2) In addition to information which falls wholly within the utilization cate- 
gory, there is information which concerns primarily the utilization of weapons 
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but which pertains also to their design and manufacture. In order to avoid dif- 
ficulties in this marginal zone, I recommend legislation which also would auth- 
orize removal of such information from the “restricted data’ category. This 
would be done only when the Commission and the Department of Defense jointly 
determine that it relates primarily to military utilization of atomic weapons 
and that it can be adequately safeguarded as classified defense information under 
the Espionage Act and other applicable law. 

(3) Consistent with these changes, I recommend that the Department of 
Defense join with the Atomic Energy Commission in any declassification of 
“restricted data’? which relate primarily to military utilization of atomic wea- 
pons and which can be published without endangering the national security. 
Thus, the Department of Defense will have an appropriate voice in the protection 
and declassification of such “restricted data” and the responsibilities of the Com- 
mission will be clarified with respect to all other “restricted data.” 


DOMESTIC DEVELOPEMENT OF ATOMIC ENERGY 


What was only a hope and a distant goal in 1946—the beneficent use of atomic 
energy in human service—can soon be a reality. Before our scientists and 
engineers lie rich possibilities in the harnessing of atomic power. The Fed- 
eral Government can pioneer in its development. But, in this undertaking, the 
enterprisé, initiative, and competitive spirit of individuals and groups within our 
free economy are needed to assure the greatest efficiency and progress at the least 
cost to the public. 

Industry’s interest in this field is already evident. In collaboration with the 
Atomic Energy Commission a number of private corporations are now conduct- 
ing studies, largely at their own expense, of the various reactor types which 
might be developed to produce economic power. There are indications that they 
would increase their efforts significantly if the way were open for private in 
vestment in such reactors. In amending the law to permit such investment, care 
must be taken to encourage the development of this new industry in a manner 
as nearly normal as possible, with careful regulation to protect the national 
security and the public health and safety. It is essential that this program so 
proceed that this new industry will develop self-reliance and self-sufficiency. 

The creation of opportunities for broadened industrial participation may per- 
mit the Government to reduce its own reactor research and development after 
private industrial activity is well established. For the present, in addition to 
contributing toward the advancement of power-reactor technology, the Govern- 
ment will continue to speed progress in the related technology of military pro- 
pulsion reactors. The present complementary efforts of industry and Govern- 
ment will therefore continue, and industry should be encouraged by the enact- 
ment of appropriate legislation to assume a substantially more significant role. 
To this end, I recommend amendments to the Atomic Energy Act which would— 

1. Relax statutory restrictions against ownership or lease of fissionable 
material and of facilities capable of producing fissionable material. 

2. Permit private manufacture, ownership, and operation of atomic re- 
actors and related activities, subject to necessary safeguards and under li- 
censing systems administered by the Atomic Energy Commission. 

3. Authorize the Commission to establish minimum safety and security 
regulations to govern the use and possession of fissionable material. 

4. Permit the Commission to supply licensees special materials and 
services needed in the initial stages of the new industry at prices estimated 
to compensate the Government adequately for the value of the materials and 
services and the expense to the Government in making them available. 

5. Liberalize the patent provisions of the Atomic Energy Act, principally 
by expanding the area in which private patents can be obtained to include 
the production as well as utilization of fissionable material, while continu- 
ing for a limited period the authority to require a patent owner to license 
others to use an invention essential to the peacetime applications of atomic 
energy. 

Until industrial participation in the utilization of atomic energy acquires a 
broader base, considerations of fairness require some mechanism to assure that 
the limited number of companies, which as Government contractors now have 
access to the program, cannot build a patent monopoly which would exclude 
others desiring to enter the field. I hope that participation in the develop- 
ment of atomic power will have broadened sufficiently in the next 5 years to 
remove the need for such provisions. 
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In order to encourage the greatest possible progress in domestic application 
of atomic energy, flexibility is necessary in licensing and regulatory provisions of 
the legislation. Until further experience with this new industry has been gained, 
it would be unwise to try to anticipate by law all of the many problems that are 
certain to arise. Just as the basic Atomic Energy Act recognized by its own 
terms that it was experimental in a number of respects, so these amendments 
will be subject to continuing future change and refinement. 

The destiny of all nations during the 20th century will turn in large measure 
upon the nature and the pace of atomic energy development here and abroad. 
The revisions to the Atomic Energy Act herein recommended will help make it 
possible for American atomic energy development, public and private, to play 
a full and effective part in leading mankind into a new era of progress and 
peace. 





Dwicut D. EISENHOWER 
THE WHITE House, February 17, 1954. 


JorinT STATEMENT OF CHAIRMAN COLE AND VICE CHAIRMAN HICKENLOOPER OF THI 
JorInT COMMITTEE ON ATOMIC ENERGY ON THE INTRODUCTION OF PROPOSED ACT 
To AMEND THE ATOMIC ENERGY ACT or 1946 


We have the pleasure of introducing a bill to amend the Atomic Energy Act 
of 1946, as amended. 

This bill was drafted to give the President the powers he requested with 
respect to the transfer of restricted data to our allies in NATO, under suitable 
safeguards. In addition, the bill provides the basis for licensing what is hoped 
will be a great new industry in atomic energy At the same time, the Atomic 
Energy Act, while having its present substance retained, generally, insofar as 
it does not affect the ends set out above, has been reorganized in the light of our 
experience with the law, in order to provide a more readily accessible frame of 
reference for future operations in the field. 

With respect to the exchange of restricted data with NATO, this bill would 
permit the President to authorize the Commission to cooperate with another 
nation or with a regional defense organization of which the United States is 
a party. It would authorize the Commission to communicate oflicial data to 
that nation or organization necessary to (1) the development of defense plans, 
(2) the training of personnel in the use of, and defense against atomic weapons, 
including information as to the external size, weight, and shape of such weapons, 
and (3) the evaluation of capabilities of potential enemies in the employment 
of atomic weapons. The nation or regional defense organization must be par 
ticipating with the United States pursuant to an international arrangement 
and making substantial and material contributions to the mutual defense and 
security. 

The bill provides that the agreement for cooperation must be approved by the 
Commission, and must include the terms, conditions, duration, nature, and scope 
of the cooperation, There must be a guaranty by the cooperating party that 
security safeguards and standards, as approved by the Commission, will be 
maintained. In addition, there must be the right of the United States to termi 
nate the agreement and recall any materials furnished if in the opinion of the 
President the cooperating party fails at any time to comply with the terms of 
the agreement, or if the President finds that the conditions of the agreement 
would be contrary to the best interest of the United States. The President must 
have approved of, and authorized the Commission to execute the proposed agree- 
ment. He must also have determined that the cooperating party does not 
threaten the security of the United States, and that the performance of the pro- 
posed agreement will promote and will not constitute an unreasonable risk to 
the common defense and security of the United States. The proposed agree- 
ment, together with the approval and the determination of the President, must 
then have been submitted for 30 days to the joint committee while Congress is 
in session, but the joint committee can waive any portion of that period. 

With respect to the transfer of restricted data, the Commission is permitted 
to cooperate with another nation and communicate restricted data on: (1) The 
refining, purification, and subsequent treatment of source materials; (2) reactor 
development; (3) production of special material: (4) health and safety; (5) 
industrial and other application of atomic energy for peaceful purposes; and 
(6) research and development relating to those 
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This cooperation on restricted data, since it is solely for peaceful uses, cannot 
in any way involve the communication of restricted data relating to the design 
and fabrication of atomic weapons. The same safeguards on the agreement for 
cooperation, as are set forth for the regional defense cooperation, are made 
applicable for the transfer of restricted data. 

In seeking to establish an atomic energy industry, this bill provides for the 
following general matters: 

1. The bill would permit the Commission to determine that any material 

which would release substantial quantities of energy through nuclear fission or 
through nuclear transformation can be determined by the Commission to be 
“special material.” This permits the Commission to determine that materials 
which are utilizable in a fusion process should be classed as special materials 
along with those items already determined to be specially utilizable in fission 
processes. The term “special material” is then used throughout the act in place 
of the prior term of “fissionable material.” 

2. Title to all special material would be retained in the United States as an 
exercise of the powers of the United States to arm itself, and to prepare for its 
defense. 

3. Regulation of the industry is accomplished by exercise of the powers over 
the property of the United States contained in article 4, section 3, of the Con- 
stitution, as well as its powers over interstate and foreign commerce, and its 
power to provide for the common defense. 

4. Title to reactors and other facilities utilizing or producing special materials 
is allowed to be held by the private persons who would be licensees. 

5. In order to encourage prospecting to increase our domestic supplies of 
uranium, the earlier provisions retaining rights to source materials in public 
lands have been eliminated. 

6. Normal patent rights would be permitted in the peaceful applications of 
atomic energy. 

7. Standards for licensing are estblished in order to provide sound statutory 
bases for guidance of the Atomic Energy Commission in this new field. In 
addition, normal administrative procedures have been established as far as 
possible consonant with the requirements of secrecy in the field because of com- 
mon defense and security. 

The criminal provisions of the present act, dealing with the unlawful dis- 
closure of restricted data, have been reexamined and tightened. The bill pro- 
poses imposing absolute liability on those lawfully having access to restricted 
data who disclose the restricted data to persons not authorized to receive it. 

In addition to these matters, many items of organization and powers of the 
Commission, of its advisory committees, and of the joint committee have been 
reexamined and strengthened. Wherever changes had been thought generaly 
desirable, they were suggested. 

The bill introduced is, of course, subject to revision by the joint committee. 
Undoubtedly, it will be revised in some measure upon the completion of the 
public and executive hearings which will be held in May. 

It is the hope of the joint committee that this session of Congress will see 
the passage of amendments to the Atomic Energy Act, which will give a material 
and substantive start in law to a new atomic industry. This will, it is hoped, 
help the peaceful uses of this new force to grow and flourish, both on the domestic 
scene and on the international scene. While assuring the common defense and 
security of the Nation, this will also be a tremendous force toward the future 
development of this Nation, and of its allies. 

Representative Horirretp. Mr. Chairman ? 

Chairman Cote. Mr. Holifield. 

Representative Horirretp, At this point, I note in your statement 
that you ask that three pieces of extraneous material be made part 
of the record. I have no objection to that, but I would like to have 
in addition to those 3 statements, 2 statements which I made on the 
floor of the House in regard to atomic-energy legisl: ation, 1 entitled 
“Guiding Principles of Atomic Energy Legislation” of March 1, page 
oom and 1 entitled “Pending Atomic Energy Legislation,” April 

, page 5299, inserted after those 3 extraneous pieces of material. I 
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think they are pertinent to the subject at hand and pertinent to the 
legislation. 

Chairman Coir. The Chair has no objection. 

They will be included with the other additions. 

(The statements referred to follow :) 


PENDING ATOMIC-ENERGY LEGISLATION 


(Mr. Holifield asked and was given permission to revise and extend his remarks 
at this point in the Record.) 

Mr. Ho.irretp. Mr. Speaker, legislation proposing important changes in the 
Atomic Energy Act of 1946, as amended, has been introduced in the House and 
Senate by the chairman and vice chairman of the Joint Committee on Atomic 
Energy—H. R. 8862 and §S. 3323. This draft of legislation rewrites the McMahon 
Act, which has been, up to now, the basic charter governing the atomic-energy 
program of the United States. 

The new draft of legislation represents many hours of hard work on the part 
of its sponsors, other members of the joint committee, and the staff. Though 
I may take issue with certain of the provisions in the bill, I know that it stems 
from a sincere and honest effort on the part of its sponsors to formulate legisla- 
tive recommendations to the best of their ability on a subject matter that is 
difficult and complex. 

The chairman of the joint committee, the gentleman from New York [Mr. 
Cole], has made it plain that he does not consider this bill the last word on the 
subject. In the Congressional Record of April 15, 1954, at pages 4933-4934, he 
stated his expectation that the bill would be revised after public and executive 
hearings which are to be held in May. 

I urge the Members to study this bill with utmost care and to familiarize them- 
selves with recent developments in the atomic-energy field. It is my earnest hope 
that the Members will not be discouraged by the formidable array of technical 
provisions embodied in the bill. It numbers 75 pages and contains almost 100 
separate sections, some of which are carried over intact from the MeMahon Act, 
some of which are minor modifications in the way of conforming language, while 
others are wholly new sections. The substance of the proposed legislation has 
been outlined by the chairman of the joint committee in his remarks of April 15 
which I cited above. 

I would not want to see, and certainly the sponsors of the bill do not expect, 
the Congress to be stampeded into hasty action to adopt legislation proposing 
basic changes in the Atomic Energy Act. 

In recent weeks there has been too much glib editorializing to the effect that 
the Atomic Energy Act is outmoded by new atomic and hydrogen developments. 

Some legislative changes are needed to facilitate the exchange of atomic infor- 
mation with our allies and to encourage pooled development for peaceful purposes. 

It is not essential that electrical utilities and industrial companies be accorded 
private ownership rights in atomic energy at this time. Im fact, the Atomic 
Energy Commission, under existing legislation, has embarked upon a compre- 
hensive program of reactor development to promote atomic power. 

President Eisenhower himself stated 2 months ago in a message to the Con- 
gress that “the act in the main is still adequate to the Nation’s needs.” 

I favor a two-package approach to proposed changes in the atomic-energy 
law. Defense and peace requirements in atomic energy which involve our allies 
should be first on the agenda. Then the Congress should take a long, hard 
look at the pending proposals to confer private ownership and patent rights in 
the atomic field. 

The Washington Post and Times-Herald, in a discerning editorial in the issue 
of April 23, concurs substantially with my views regarding the timing and rela- 
tive importance of changes in the Atomic Energy Act. I ask unanimous consent 
that this editorial be printed immediately following my remarks. 

Atomie energy is now a multi-billion-dollar industry in terms of public invest- 
ment. The Congress should be on guard against an atomic giveaway through 
legislative loopholes which would permit selfish exploitation of atomic resources 
developed with public funds. 

I do not mean to cast any reflection on the sponsors of the pending legisla- 
tion. As I have said, the chairman of the Joint Committee on Atomic Energy 
and other members of the committee have worked hard and conscientiously on 
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these legislative proposals. They have made many improvements in the draft 
submitted by the Atomic Energy Commission 

However, I believe that the pending legislation has some serious omissions 
and some debatable provisions, to say the least. 

For one thing, Government responsibilities in the production and distribution 
of atomic power are not spelled out 

The main urge to rewrite the McMahon Act comes from those who cite the 
potential benefits of atomic power; yet the new draft of legislation says very 
little about that subject 

I believe it essential that such legislation should impose upon the Atomic 
Energy Commission an affirmative duty to pursue atomic-power developments, 
not only in the experimental sense, but into full-fledged operation of facilities 
for the production of atomic power for use in the atomic plants. There should 
be little objection to the Government using electrical energy produced through 
the use of heat which is now a lost byproduct of its atomic reactors The 
reactors now in existence admittedly are inefficient costwise in electrical energy 
productiol However, new multiple-purpose reactors might well reduce the 
present electrical energy costs by furnishing auxiliary power on a byproduct 
basis. The original McMahon Act provided for this contingency. It has never 
heen utilized nor does the pending legislation provide affirmatively for such use. 

In the past, the Atomic Energy Commission has tended either to sidestep 
atomic-power development or to lean too heavily on the private electrical utili- 
ties as the agencies who would carry the burdens—and the benefits—of this 
new source of electrical energy It took action by our joint committee and by 
the Appropriations Committee to prod the Commission into a program of reactor 
development for atomic power 

Another omission in the new draft of legislation concerns legislative standards 
to chart the troublesome course of management-labor relations in this new in 
dustry hedged in by difficult security requirements. 

Chronic discontent and frequent strife are attributes of employment in atomic 
occupations. The labor unions in these occupations believe they are unduly 
handicapped by the use of secrecy and security as a weapon of management to 
bludgeon their members into submission and to distort or nullify the procedures 
of collective bargaining. Many union representatives believe, too, that the 
Atomic Energy Commission has been completely oriented to the management 
side in labor disputes. 

Whether or not legislative provisions can be written to alleviate the persistent 
sore spots in atomic labor-management relations, certainly the legislation can 
at least provide for more effective labor representation in the councils of the 
Atomic Energy Commission. 

The new draft of legislation proposes to grant normal patent rights in a new 
industry which is not normal by any standards and which is susceptible to 
monopolistic control by a few large corporations already possessing considerable 
know-how as contractors to the Government. 

President Eisenhower proposed in his message to Congress, on February 17, 
that the new atomic-energy legislation contain a 5-year prohibition against 
exclusive private patent rights. I agree with the President's proposal in prin 
ciple, but I am convinced that a 10-year moratorium on exclusive patents would 
better protect the public interest. This period of time would be required to 
construct the various types of reactors now approved by the Atomic Energy 
Commission and to accumulate the necessary operating data. 

In any event, the pending legislation would allow patent rights to be exercised 
immediately in nonmilitary atomic activities, even before the industry has grown 
out of its swaddling clothes. Its adult attire, under the new bill, could very 
likely become a monopoly straitjacket 

I will not take time now to analyze in detail the numerous provisions of the 
bill. On March 1, a day of tragedy in this Chamber due to the shooting inci- 
dent, I had intended to address the Members on the subject of Guiding Principles 
in Atomic Energy Legislation. My remarks were printed in the Appendix to 
the Congressional Record of that day at pages A1603-A1606. Therein are set 
forth what I consider to be some of the main issues and objectives in consider- 
ing any changes in existing atoinic-energy legislation. If I can be of any help 
to the Members in explaining further the complicated matters in this field, I 
stand ready at all times to do so. 

Following is the editorial) of the Washington Post and Times Herald of 
April 23: 
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““NEW RULES FOR THE ATOM 


“New developments in atomic energy and changed world conditions make it 
seem timely to consider modifications of the Atomic Energy Act of 1946. The 
modifications recommended by the President in a message to Congress last Feb 
ruary have now been formalized in a specific piece of proposed legislation by 
the Joint Congressional Committee on Atomic Energy. In view of the tre 
mendous importance of the subject, these proposed modifications need to be 
studied deliberately and with great care. 

“The most urgent and the most unexceptionable of the suggested changes, in 
our view, concerns a relaxation of the McMahon Act’s rigid restraints on 
giving classified atomic information to the allies of the United States. The 
new bill would make available to allies, under appropriate safeguards, infor- 
mation regarding the uses and effects of atomic weapons without transmitting 
any knowledge of the design and manufacture of such weapons. There is no 
breach of security in this proposal; on the contrary, it will enhance the security 
of the United States to have its allies understand the potentialities of atomic 
weapons and how to use them in the common defense. The sharing of this kind 
of information is indispensable to an effective alliance. 

“There is perhaps less urgency but equal importance to proposed provisions 
to facilitate formation of the international atomic pool for peaceful purposes 
which President Eisenhower broached before the United Nations last December. 
Congressional action is required to authorize United States participation in such 
an undertaking. It would enhance American prestige if Congress were to act 
affirmatively on this without delay. 

“The proposed grant of private ownership rights in atomic reactors and the 
proposed relaxation of the McMahon Act’s patent provisions are, however, in 
quite a different category. Logically they ought to be considered separately from 
the first two proposals. Perhaps there will be great use someday of atomic 
energy for industrial power and perhaps in time the present limitations of the 
act will inhibit private investment and development. But that time is not yet 
at hand, and it would be preferable to frame legislation governing industrial 
use of atomic energy when the conditions of that use are more clearly evident 
and understood. 

“Tt is proposed,’ Representative Chet Holifield declared in a warning against 
any atomic giveaway program, ‘to grant normal patent rights in a new industry 
which is not normal by any standard and which is susceptible to monopolistic 
control by a few large corporations already possessing considerable know-how 
as contractors to the Government.’ It is desirable, of course, that the industrial 
applications of atomic energy should be transferred eventually to private enter- 
prize. But, as Mr. Holifield says, ‘atomic energy is now a multi-billion-dollar 
industry in terms of public investment.’ That investment imposes on. Congress 
an obligation to guard against any undue private enrichment through publie 
funds.” 





GuIDING PRINCIPLES IN ATOMIC ENERGY LEGISLATION 


(Extension of remarks of Hon. Chet Holifield, of California, in the House of 
Representatives, Monday, March 1, 1954) 


Mr. Horirreitp. Mr. Speaker, the President has sent a message to the Congress 
recommending certain changes in the Atomic Pnergy Act of 1946—see House 
Document No. 228, 83d Congress, 2d session, February 17, 1954. These recom- 
mendations seek to accomplish several purposes; namely, a limited sharing of 
atomic information with friendly nations to enhance cooperation for mutual 
defense and peacetime applications; a redefinition of “restricted data” to facili- 
tate security clearance of personnel and access of industry to atomic information; 
and authorization for private ownership of fissionable materials and atomic 
reactors to promote industrial development of atomic energy. 

Some of the legislative changes which the President recommends are in the 
nature of perfecting amendments to improve present procedures or to make 
progress toward mutual-defense objectives which are well understood and gen- 
erally accepted. Regarding such changes for improvements in existing legisla- 
tion, there should be no major areas of disagreement, and I believe such changes 
merit support by the Congress. Of course the Joint Committee on Atomic 
Energy, on which I am privileged to serve, will make a careful appraisal of 
these matters and report to the Congress its findings. 
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Other recommendations of the President, however, are directed to basic 
revisions in the Atomic Energy Act which introduce the new concept of private 
enterprise in the atomic field. I say “new concept” because to date the United 
States Gover iment is by law -he exclusive ower of atomic materials and facilities 
even though private firms are engaged as contractors or agents of the Govern- 
ment. This new concept opens up wide areas of disagreement and controversy. 

A substantial body of opinion holds that atomic-energy development based 
wholly on the investment of public funds—now about $12 billion in the aggre- 
gate—should remain a public enterprise and that atomic materials and works are 
properly to be considered a part of the public domain. 

Others believe that private industry has a legitimate and useful place in this 
field, but that authorizing legislation now is ill-advised and premature and, if 
enacted, would result in freezing the strategic monopoly position of a few large 
corporations which possess the technical know-how and equipment to carry on 
atomic operations. 

Finally there are those who maintain that the existing atomic-energy legis- 
lation is a brake on industrial progress; that the restrictive provisions of the 
law are holding under leash a great potential atomic industry ready to burst forth 
in all its glory, investing huge sums, and pioneering new developments, if only 
the Congress will say the word. 

There are other divisions and shades of opinion, but I believe that these broad 
avenues of approach indicate the legislative situation which confronts us in the 
atomic field. How to resolve the many problems is a complicated and difficult 
task There are no easy answers 

Those who believe that atomic energy should remain exclusively a Govern- 
ment monopoly and those who argue for a complete redirection of emphasis 
in fayor of private industry, both state some fundamental truths; and yet 
neither position is sufficient by itself, in my opinion, to qualify as public policy. 
That is why I am inclined toward the intermediate position. 

Wider industrial participation should be encouraged, but the time is not yet 
ripe for fundamental changes in the basic legislation. The President seemed to 
take that position when he said in his message that “the act in the main is still 
adequate to the Nation’s needs.” Therefore, I wonder whether the President is 
fully aware that his proposal to confer private ownership rights in atomic energy 
is a radical departure from the concept that has guided atomic developments 
to date. Legislative authority for such rights would recast the whole pattern 
of the Nation’s atomic-energy program, 

There are factors to be considered which transcend in importance the pro- 
viding of incentive to private enterprise in atomic energy. As I have said before 
on several occasions, how to wring a profit from the atom is a problem much 
less compelling to solve than how to save our beloved country and indeed the 
whole world from savage and wholesale destruction. 

And even when we come to the matter of permissive legislation for private en- 
terprise, we must consider the role of labor as well as management, of consumer 
as well as producer, of the public as well as the private interest. All Americans 
have a stake in the atomic-energy program, and any benefits to be derived now or 
in the future must be widely shared. If the promise of atomic energy is not 
belied, its impact will be far reaching, and we, as legislators, must consider the 
consequences for all groups and all sections of the country. 

On the floor of this House and elsewhere I have set forth what I consider to be 
the implications of legislative changes in the Atomic Energy Act proposed by the 
Atomic Energy Commission and by industrial spokesmen—see Congressional Rec- 
ord, June 1, 1953, pages 5996-6002; June 22, 1953, pages 7251-7253; February 2, 
1954, pages A789-A791; February 9, 1954, pages A1034—-A1035. I have intro- 
duced a joint resolution outlining what inquiries I believe the Atomie Energy 
Commission and the Joint Committee on Atomic Energy should make before any 
further legislation is adopted—House Joint Resolution 317, 88d Congress, 1st 
session. For text of resolution and accompanying statement see Atomic Power 
Development and Private Enterprise, hearings before the Joint Committee on 
Atomic Energy, 83d Congress, Ist session, pages 573-577. And finally, I have 
participated actively in the hearings held this past summer by our commit- 
tee which explored at great length and in considerable detail proposals for indus- 
trial participation in the atomic field. 

For the convenience of the Members, I may note that the recent hearings of 
our joint committee have been ably summarized by the committee staff and sum- 
maries are available at the committee office. 
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Our chairman, the Honorable Sterling Cole, always has been fairminded, ob- 
jective, and considerate in the conduct of the committee hearings, and I take 
this opportunity to commend him again for his excellent leadership and states 
manlike demeanor 

The committee hearings, as I said before, were exploratory; we were not con- 
sidering specific legislation. The committee was apprised informally of legisla- 
tive proposals drafted in the Atomic Energy Commission, but that draft was 
incomplete and objectionable in many points. Since the close of our hearings 
last July, the Commission under the chairmanship of Lewis Strauss, who suc- 
ceeded Gordon Dean about that time, has been reworking the draft legislation. 
President Eisenhower’s message now signifies apparently that the administra- 
tion has made up its collective mind as to what changes in the Atomic Energy 
Act it considers desirable for the promotion of private enterprise. 

The President’s message is couched in very general terms. The Commission's 
followup proposals for amending the law will be carefully analyzed by the com 
mittee. If and when the proposed legislation reaches bill form and is introduced 
in the Congress, I presume our joint committee will hold further public hearings 
Proposals of such far-reaching effect require a full-dress review in publi 

It is too early to discuss point by point the Cor 
mendations or to say what modifications will be made by the joint committee. 
However, I think it is timely and important to outline what I deem to be guiding 
principles for any new legislation that may be enacted relative to atomic-energy 
development and private enterprise. By these guiding principies I will measure 
any legislative proposals that come before us, and if the principles are violated 
in any substantial degree, I serve notice here and now that I will oppose the 
legislation down the line. 





mission’s legislative recol 


NONINTERFERENCE WITH INTERNATIONAL ATOMIC AGENCY 


Some weeks ago the President addressed the General Assembly of the United 
Nations and kindled new hope among peoples everywhere by his proposal for coop- 
eration with other nations in peacetime atomic pursuits. The hope is that 
nations working together on the atom for peace will be less inclined to work 
against each other for atomic war. At the Berlin Conference Secretary Dulles 
entered into preliminary discussions with the Russian representatives concerning 
the President’s proposals. 

In a public address soon after the President’s statement before the United 
Nations General Assembly, I said: 

“We should put first things first, and the first task ahead in atomic-energy 
legislation is to clear the path for the creation of the international atomic agency 
proposed by President Eisenhower.” 

Then I continued: 

“Exactly what our commitments to the international atomic agency should 
be in the way of contributing uranium ores, fissionable materials, atomic facilities 
and devices, scientific and technical knowledge, and trained personnel, we cannot 


know in advance. There are matters to be worked out in the months ahead, if 
the atomic-energy proposal is to become a reality. Whatever legislative changes 
are necessary to back up the commitments should not be hampered by the intru 


sion of proposals to legislate electrical utilities or industrial firms into the atomic- 
energy picture. 

“In a special sense we are on our best behavior before the world. Its hopes 
and prayers can be worn away quickly by corroding cynicism if we fail to make 
good with deeds our noble words. We must take care lest other nations see us 
preoccupied with seeking ways to make a profit from the atom instead of seeking 
ways to advance the welfare of mankind. There is a compelling urgency about 
concerted efforts for peace ; no compelling urgency about authorizing Consolidated 
Edison or Monsanto Chemical to own an atomic reactor.” (See Congressional 
Record, February 2, 1954, pp. ATS9-A791 for full text of speech.) 

Later, in a message to the Congress recommending changes in the Atomic 
Energy Act, the President stated with regard to his proposal for international 
cooperation : 

“Consideration of additional legislation which may be needed to implement 
that proposal should await the development of areas of agreement as a result of 
our discussion with other nations.” 

Thus, I say we are not warranted in pushing ahead with legislation for private 
enterprise in atomic energy before we know the legislative requirements for 
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the international atomic agency. Our negotiations should not be obstructed in 
any way by domestic controversy over the handling of atomic business. 
And if these negotiations, by some good fortune, prepare the way for effective 


international control of atomic weapons, the Government, in striving for peace, 
should not be tied down by vested private interests in atomic energy which con 
flict with our international commitments. Our Government could hardly put 


its best foot forward if it were faced with the burden of confiscating private 
atomic plants to meet requirements of an international control arrangement such 
as we have advocated in the past. 

In the meantime, we can proceed, as the President recommended, with legis- 
lation to authorize the sharing with our allies of such tactical and training infor- 
mation as they need for mutual defense purposes. We can take steps, too, at 
this time to permit the wider dissemination of atomic data needed by American 
business and by friendly countries fer industrial application. 


CLEAR DECLARATION OF CONGRESSIONAL POLICY 


If and when the Atome Energy Act is rewritten to confer private ownership 
and patent rights in atomic energy, specific legislative amendments should be 
preceded by an explicit declaration of congressional policy stating what the 
Congress intends to achieve by the new legislation and what safeguards are bei! 
provided to insure that the congressional objectives will not be thwarted < 
dissipated by administrative interpretation. 

Certainly the Congress would want to prevent monopoly, to encourage partici- 
pation by small business as well as large, to insure the widest possible distribu 
tion of the benefits of atomic power and other peacetime developments, to protect 
collective-bargaining rights of labor in a new industry hedged in by stringent 
security regulations, to guarantee the priority of military requirements, and 
otherwise to promote the public welfare and protect the public interest. 

In view of the necessarily broad areas of administrative discretion that must 
be left to the Atomic Energy Commission, it would be wise for the Congress not 
ouly to draft the law as carefully as possible, but to illumine its provisions with 
a coherent and well-rounded statement of congressional objectives. 


g 
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MAINTENANCE OF CIVILIAN CONTROL 


The great battle of civilian versus military control over atomic energy devel- 
opment was fought out 8 years ago when the McMahon Act was passed. The 
principle of civilian control, though bloody and bowed, emerged victorious. 
Despite the fact that the atomic energy program was born of urgent wartime 
need and its military phases have received paramount and overriding consider- 
ation in these troubled years, we have ever been willing, as a matter of national 
policy, to let this program be an exclusive province of the military. Adminis- 
trative control is vested in an independent civilian commission appointed by 
the President and confirmed by the Senate. 

We must be on the alert to detect and prevent any backsliding toward greater 
military control of atomic energy. Vigilance is called for especially in these 
days of the so-called New Look, when atomic weapons are assuming even 
greater prominence in the councils of military strategy and are rapidly acquiring 
the status of conventional armament. 

Doubtless the Department of Defense has contributed its suggestions to the 
legislative proposals of the Atomic Energy Commission. I dare say the military 
will want a greater voice in the atomic program. Proposed amendments that 
seem harmless on their face will have to be scrutinized very carefully to make 
sure that they do not carry concealed weapons to vitiate the principle of civilian 
control. 

In this connection I wish to point out that the two most important posts in 
the Atomic Energy Commission's program are now occupied by former high- 
ranking military officers. The Chairman of the Commission, Lewis L. Strauss, 
achieved the rank of rear admiral for service rendered our Nation during World 
War II. The second most important position is the office of general manager 
which is occupied for the first time since passage of the McMahon Act in 1946 
by a career military man, a graduate of West Point, Maj. Gen. Kenneth D. 
Nichols. Thus we see today a situation which would not have been feasible or 
acceptable on policy grounds at the conclusion of the great civilian-military 
legislative controversy 8 years ago. These two men possess unusual back- 
grounds of atomic experience, a high degree of intelligence, and administrative 
ability. Whether their administrative policies and legislative recommendations 
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will preserve firm civilian control or will strengthen the military influence 
unduly remains to be seen. 

Our duty as legislators is to maintain a clear position of civilian control. 


This position should be safeguarded in the law, and, in my opinion, accords 
with the views of the great majority of our citizens 


AN ATOMIC INDUSTRY FREE OF § SIDIES 


Industrial spokesmen for changes in the Atomic Energy Act sound this refrain: 
Atomic power and other industrial advances in atomic energy will be brought 
about only by the aggressive, dynamic activity of private enterprise; progress 
is held back by the heavy hand of Government monopoly. It sounds good, but 
there is more fancy than fact in the assertion. Here is what General Eisenhower 
said in his message to the Congress: 

“Since 1946, however, there has been great progress in nuclear science and 
technology. Generations of normal scientific development have been compressed 
into less than a decade. Each successive year has seen technological advances 
in atomic energy exceeding even progressive estimates. The anticipations of 
1946, when Government policy was established and the Atomic Energy Act was 
written, have been far outdistanced.” 

The blunt fact is that existing atomic energy legislation—Government monop- 
oly and all—has provided the framework for great progress in this field. 

Nevertlieless, industrial spokesmen argue that only private enterprise can 
make such progress, and they insist that the law must be changed to provide 
a favorable climate in which private atomic enterprise can flourish. Closer 
examination of the conditions demanded for a salubrious climate usually will 
reveal that private enterprise expects the taxpayer to offer subsidies of one 
kind or another to minimize the risks of private investment. 

It may be a demand for rapid tax amortization, which amounts in effect to 
an interest-free loan by the taxpayers. It may be a demand for direct Govern- 
ment financing at low interest rates and lenient repayment terms. It may be 
a demand for a Government-guaranteed supply of fissionable materials or 
Government-performed technical services at favorable prices—favorable, that 
is, to the industry. It may be a demand for Government-guaranteed purchases 
of fissionable and byproduct materials from private plants, again at prices favor- 
able to the industry. In these and other ways, private enterprise undoubtedly 
will seek to bring about the proper climate. 

It will be necessary to examine carefully the proposed lesislation to deter- 
mine the nature and extent of the subsidies demanded. I believe that private 
atomic industry should not expect to live and grow on the largess of the tax- 
payer. If those who say that what atomic energy needs is more private enter- 
prise are sincere, then they should be prepared to make good on their own, to 
stand on their own feet and to be self-supporting. I quite agree with the state- 
ment in President Eisenhower's message that “It is essential that this program 
so proceed that this new industry will develop self-reliance and self-sufficiency.” 


TEN-YEAR BAN ON EXCLUSIVE PATENT PRIVILEGES 


Industrial spokesmen for changes in the Atomic Energy Act argue that con- 
ventional patent privileges, now banned by the Atomic Energy Act, must be given 
to private enterprise as one of the necessary incentives for development. When 
it is pointed out that patents could become an instrument of monopoly control 
by a few large corporations favorably situated in the atomic-energy program, 
they contend that the basic scientific knowledge is not patentable and that the 
issuance of patents on new inventions would not seriously handicap any com- 
peting firms. 

Commonsense and an awareness of the history of patent monopolies combine 
to support the counter argument that the exercise of ordinary patent privileges 
is premature in this field. President Eisenhower recognized the danger of patent 
monopoly when he said in his message to the Congress: 

“Until industrial participation in the utilization of atomic energy acquires a 
broader base, considerations of fairness require some mechanism to assure that 
the limited number of companies, which as Government contractors now have 
access to the program, cannot build a patent monopoly which would exclude 
others desiring to enter the field. I hope that participation in the development 
of atomic power will have broadened sufficiently in the next 5 years to remove 
the need for such provisions.” 
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The President proposed not that industrial atomic patents be banned outright, 
as they are in certain cases under existing legislation, but that persons or firms 
obtaining such patents be required to license others for a limited period to use 
the inventions. This procedure is known as compulsory licensing. 

I believe the President’s expressed hope that 5 years would be a sufficient pe- 
riod to broaden the base of atomic industry is unduly optimistic and unwarranted 
by the present state of atomic technology. It takes 3 or 4 years to build a reactor, 
even on the assumption that the design has been perfected. It will take at least 
10 years before we can reasonably expect to see reactors of sufficient diversity in 
design and techniques of operation to determine the economics of the industry. 

The decade ahead must be regarded as the crucial period of atomic experimen- 
tation and development. It will be a fluid period of testing and rejection, of 
new discoveries and rapid obsolescence. To really broaden the base of atomic 
industry the use of all inventions should be made readily available to all inter- 
ested and qualified businesses for a period of not less than 10 years. 

And when I say “made available” I mean that any business duly licensed to 
carry on atomic activities should automatically have access to the desired inven- 
tion or discovery which is patented, upon payment of a reasonable royalty fee. 
There is no good reason, as I see it, why one licensed company should have the 
privilege and not another, or why the applicant must be subjected to burdensome 
justifications before the Atomic Energy Commission to gain access to any given 
patent when he has already met the qualifications for licensing in the atomic 
energy field. 

Unless the licensing of patented inventions to all qualified parties is automatic, 
the purposes of so-called compulsory licensing may well be defeated. A clue to 
this possible result is provided in the testimony of Caspar Ooms, a patent attor- 
ney who was formerly United States Patent Commissioner and later Chairman 
of the AEC Patent Compensation Board. In his appearance before the Joint 
Committee on Atomic Energy Mr. Oooms proposed instead of automatic licensing 
“that each applicant for a license must demonstrate separately that the license 
is necessary to effectuate the policies and purposes of the act. This restriction 
is maintained to make the invocation of this licensing power an exception and 
an infrequently used device. It is intended to guard against the fear that the 
inventor who is willing to devote his resources to making developments in this 
field would be compelled to share his contributions with his competitors and to 
insure that he will be required to give license only in the extreme and infrequent 
Situation where that is necessary to accomplish the designs of this legislation.” 

It seems to me that Mr. Ooms has thrown out the baby with the bath. Whereas 
our objective should be to broaden the base of atomic industry by affording equal 
access to technical innovations, for a period of time at least, Mr. Ooms makes 
only a grudging concession to that objective and prefers that the limited and 
exceptional instance be the rule. 

I am most deeply concerned with basic patents which might restrict use of 
processes or mechanical gadgetry and which would be of such major importance 
as to prohibit development of peacetime uses by others who are competent to 
bring to the mass of the people important benefits. I am not so much concerned 
with patents in a peripheral or secondary zone, which would not give to any 
inventor a major or basic control over the industry. 


PREVENTION OF MONOPOLISTIC TRENDS 


Ready access of licensed firms to all patents for 10 years is an essential ele- 
ment, as I have indicated, in preventing monopolistic exploitation of atomic en- 
terprises by a few large firms. In addition to patent measures, other safeguards 
must be established to prevent the growth of monopolies to the detriment of small 
business and competitive business. 

I doubt very much that the antitrust laws are a sufficient instrument for pre- 
venting monopoly growth in this new and untried field. The limitations of the 
antitrust laws in this regard were well stated in testimony before our joint com- 
mittee by Andrew Biemiller, a former member of this body, speaking for the 
American Federation of Labor. Mr. Biemiller said: 

“We believe that the Congress should not relieve the Atomic Energy Commis- 
sion of its positive obligation to prevent or discourage monopoly in the field of 
atomic power. It is not enough to rely simply on the antitrust laws and to pass 
the buck to the Antitrust Division of the Department of Justice. Although these 
laws have an important function in limiting the monopolistic tendencies of big 
business, the protracted and cumbersome procedures for determining whether 
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the antitrust laws have been violated in a given case may not work very well in the 
completely new field of atomic power. 

“The antitrust lawyers, working in an intricate maze of judicial decisions, are 
accustomed to thinking in terms of degrees of market control and percentages of 
production accounted for by established firms. In the case of atomic power, which 
breaks new ground and contains no precedents for evaluating industrial controls, 
it would seem more appropriate for the Atomic Energy Commission to maintain 
its original responsibility through its licensing powers to prevent the growth of 
monopoly in atomie energy. No proposals should be entertained which would 
weaken the positive mandate in the Atomic Energy Act to strengthen free compe- 
tition in private enterprise. 


“WIDE DISTRIBUTION OF ATOMIC POWER BENEFITS 


“Although the potential peacetime benefits of atomic energy are many and 
varied, our primary concern in this context is with atomic power. How to harness 
this vast new source of energy to perform the daily tasks of mankind and to 
turther industrial progress is the problem that intrigues our scientists, engineers, 
businessmen, legislators, and administrators of Government. 

“The Atomic Energy Commission, perhaps because of its preoccupation with 
atomic weapons, has not shown great imagination or ingenuity in fostering the 
development of atomic power, except to propose that private industry take over 
the responsibility.” 

For years the Commission has been devouring enormous amounts of elec- 
tricity from conventional sources to run the various atomic installations, even 
while the energy potential of atomic fission has been allowed to go to waste. 
The Commission today is the largest single consumer of electricity in the United 
States, accounting for possibly 4 or 5 percent of the total electrical-power de- 
mand of the Nation. 

One would expect the Commission to be enterprising in figuring out ways and 
means of cutting down its huge power bill and working toward self-sufficiency 
in power requirements by utilizing atomic power. In fact, the Commission 
has not only been lacking in such enterprise; it has entered into agreements with 
private utilities in some areas to supply a large portion of its power needs for the 
next 25 years. And the utilities, in turn, have asked for—and received—Govern- 
ment guaranties of compensation in the event the AEC power demand falls off 
and eliminates the need for the utilities’ output. 

When the Atomic Energy Act was passed in 1946, the Congress contemplated 
the possibility that atomic power would be generated. Section 7 (d) of the 
act authorizes the Commission to use and sell electricity derived from the atom 
But the Commission is not a power-minded agency; it does not like to think 
of itself as a producer and marketer of atomic power. Perhaps other agencies 
of the Government are better equipped for this task. In any event, the Federal 
Government has an important responsibility in atomic-power production and 
distribution. 

After the investment of billions from the Public Treasury in atomic energy, 
and the glowing promises of its ultimate contributions to human welfare, how 
short of expectations would be our atomic power program if the only end, results 
were to build up the power supply position of a few private utilities without 
any noticeable effect on the prices that consumers pay for electricity or the 
availability of power to areas and populations now denied its blessings 

The cardinal principle—though it may sound old-fashioned in the “giveaway’ 
age, still remains, namely, that the benefits created by public investment should 
be widely distributed throughout the national economy. 


PROTECTION OF LABOR’S RIGHTS IN ATOMIC INDUSTRY 


Greater freedom of enterprise in atomic energy carries with it the commen- 
surate obligation of insuring the like freedom to labor. Management-labor re- 
lations in this field have been handicapped by onerous security requirements. 
Legislative safeguards must be written to prevent the abuse of secrecy to evade 
collective bargaining. 


IMPARTIAL REVIEW OF ADMINISTRATIVE ACTIONS 
If opportunities are to be opened up to private enterprise in the atomic- 


energy field, Government controls necessary for maintaining security, health, 
safety, and ether basic measures should be administered in a fair and impartial 
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manner. I deem it essential that persons or firms who may have grounds for 
believing fair treatment has been denied them in regard to licensing or other 
actions should be accorded the right of appeal to an independent review board 
or tribunal apart from the Atomic Energy Commission itsellf. 

To minimize further the possibilities for arbitrary administrative action, I 
believe the Commission should exert the necessary controls only at strategic 
points in the atomic industrial process without suffocating the whole industry 
by bureaucratic redtape. Thus, a leasing system for fissionable materials, with 
title remaining in the Government, would provide an intelligent control mech- 
anism, eliminating the need for a complicated licensing procedure for atomic 
production facilities. 

Mr. Speaker, I have endeavored to outline some of the more important con- 
siderations that must guide our approach to new legislation in the atomic 
energy field. Our joint committee will make an intensive study of proposed 
legislation and in due time report to the Congress. 

Representative Hovirrenp. Mr. Chairman, I would also like to re- 
serve the right to request public hearings on a final revision of the 
bill, as I notice at the bottom of page 2 of your statement that you 
make the statement that public hearings will be held for represent- 
atives of the executive departments and agencies, and non-Govern- 
ment individuals or groups may submit written statements on the 
revised proposal. 

It is entirely possible that the revised proposal ¢ f the bill will 
require public ‘hearings, and I therefore reserve my right to request 
that the committee have public hearings if it is necessary at that time. 

Senator HickenLoorer. Mr. Chairman ? 

Chairman Coie. Senator Hickenlooper. 

Senator HickenLoorer. I may suggest that it is the inherent power 
of the committee to determine at the end of these hearings whether 
public hearings are necessary or not. 

Representative Hortrrevp. I concede that right. 

Senator Hicken Looper. I wouldn’t want to agree to a mandate at 
this time to hold public hearings if they are not considered necessary 
at the close of the hearings. 

Representative Horirreip. I merely make my recommendation as 
a matter of record. 

Chairman Corr. The course of action will be determined by the 
full committe with respect to the matter, just as it has in the past. 

Senator HickenLoorrer. Mr. Chairman, I would like to ask if Rep- 
resentative Holifield would point out the three requests for what he 
says are extraneous matters. 

Representative Hoxrrreip. The first request is for the President’s 
speec h, on paragraph 2, page 2. The second request, I believe, is the 
President’s message of February 17. The previous one was a matter 
of December 8, before the General Assembly. And the third extra- 
neous matter is the entire joint statement of the chairman and the vice 
chairman made on April 15 and 19 on the introduction of the bills. 

Senator Hickentoorer. The only comment I would have to make is 
that I do not agree that those are extraneous matters. I think they 
inhere in the whole program, as do, I think, the speeches of Repre- 
sentative Holifield. 

Representative Hoirmeip. By the word “extraneous,” I only meant 
that they were not produced before this hearing in testimony. That 
was my only comment. 

Senator Hickentoorrr. I didn’t want it to appear that I thought 
that those matters were not pertinent to the subject of the inquiry, 
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and I think the statements of the gentleman from California are entire- 
ly pertinent. 

Representative Horirtetp. I think they are entirely pertinent and 
entirely appropriate, and I have no objection to their going into the 
record. I only meant the word “extraneous” to mean that they had 
not been produced in testimony before the hearing, as such. 

Chairman Coie. The first witness this morning is Jerome D). Luntz, 
who is the editor of Nucleonics magazine, one of the McGraw-Hill 
publications. 

Mr. Luntz, we are very happy to have you here today. I don't think 
there is any particular significance in your having been selected as 
the initial witness. However, I am sure the information you will be 
able to give this committee will be of great benefit and help in the 
formulation of legislation. Mr. Luntz. 


STATEMENT OF JEROME D. LUNTZ, EDITOR, NUCLEONICS, McGRAW- 
HILL PUBLISHING CO., INC., NEW YORK, N. Y. 


Mr. Luntz. Thank you very much, Mr. Chairman. 

I want to thank you for permitting me to appear before this com- 
mittee on what I feel is an historic occasion, the consideration of legis- 
lative revisions that will make possible the creation of a true atomic 
energy industry. 

I am speaking for Nucleonics magazine, a publication of McGraw- 
Hill Publishing Co., Inc. The first fullfledged issue of this magazine 
appeared in September 1947. We have a circulation of about 11,000 
in this country and throughout the world. 

Senator HickeNLoorrr. Could you divide as to how many you 
have in this country and how many throughout the world? 

Mr. Luntz. Very approximately, I would say about 15 percent is 
foreign; the balance, domestic. 

Nucleonics is the only technical publication in this country that is 
solely devoted to coverage of the atomic energy field. 

My professional background is as follows: 

I hold a degree in electrical engineering. I worked briefly at Oak 
Ridge during the war, then worked for the National Advisory Com- 
mittee for Aeronautics, and then did teaching. I joined McGraw- 
Hill in 1947 to help start Nucleonics. In January 1953, I was named 
chief editor. 

The first part of my statement is based on a poll carried out to 
determine industrial reaction to the bill being considered by this 
committee. The management of 351 industrial concerns and key 
professional people were canvassed as a public service by Nucleonics, 
with the technical assistance of the Atomic Industrial Forum. 

Those who received questionnaires fall into the following five 
categories: (1) prime and large subcontractors to the AEC; (2) 
members of industrial nuclear power study teams; (3) nuclear in- 
strument manufacturers; (4) large users of radioactive materials 
and nuclear instruments; (5) lawyers, consultants, et cetera. 

A copy of the actual bill was sent to each person, and he was asked 
to respond within 1 week. As of May 6, 53 responses had been re- 

ceived, or a return of 15 percent. Actually, I should point out that 
we have since received some additional returns, but they haven’t been 
tabulated. 
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Senator Hicken.oorer. Mr. Luntz, do you have a copy of the 
questionnaire with you, the exact questions which were asked ? 

Mr. Luntz. My very next statement, Mr. Hickenlooper, points to 
that. There is a copy of the questionnaire attached to the back of 
each statement. 

Senator Hicken.oorer. That will be included as part of your 
testimony ¢ 

Mr. Luntz. Yes, sir. Although I do not have them here, we could, 
if the committee is interested, supply the names of each of the 351 
persons who received copies of the questionaire. We can’t, however, 
divulge the names of those who responded. 

Since the committee has been provided copies of the questionnaire, 
1 will not read the individual questions but rather will go right into 
the analysis. 

An analysis of the returns shows that those responding overwhelm- 
ingly favor revising the law along the lines proposed in o R. 8862 
and §S. 33823. All who expressed an opinion favored all or at le: ast 
a majority of the bill’s provisions designed to encourage non- silane rn- 
ment participation in the industrial development of atomic energy. 

Thirty-five percent said they favored the bill as written; 58 percent 

said they favored the bill in part; and 7 percent had no opinion. 

Senator Hickrnioorer. What was that second percentage? 

Mr. Luntz. Fifty-eight percent said they favored the bill in part. 

Senator Hicken.toorer. And what was the other one? 

Mr. Luntz. The first was that 35 percent said they favored the bill 
as written. Then, 58 percent said they favored the bill in part, and 
7 percent had no opinion. 

Typical of the comments of those who favored the bill as written is 
this by the director of research of an equipment manufacturer : 

This is an important step and definitely an improvement. Experience will 
indicate additional changes necessary, but we can make progress and there is 
incentive to do so if these revisions are put into law. 

Typical of the comments of those who favored only some of the bill’s 
features is this one by one of the members of an industrial study-grot Ip 
team working with the Atomic Energy Commission : 

The bill is a step in the right direction, but should go further, * * * The bill 
would still leave too much Government control and interference. 

Of 10 provisions in the bill upon which specific comment was in- 
vited, the most popular was that authorizing the AEC to license pri- 
vate industry to own reactors and other facilities utilizing or produc- 
ing nuclear fuels. Everyone expressing an opinion favored that 
change. 

The second most popular—and I should point out that as a result of 
a final tabulation after this statement was prepared, I should in all 
accuracy say “one of the second most popular,” was the patent pro- 
vision which would place all atomic energy patents, other than for 

eapons application, under the normal patent system. Eighty-two 
areal of the respondents favored this. 

Chairman Corr. Before you leave that, won’t you tell us what was 
the other second most favored provision? Or will you come to that 
later ? 

Mr. Luntz. I will come to that later, sir. 
Chairman Core. Will you indicate when you reach it? 
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Mr. Luntz. I shall do that, sir. 

The most disliked provision was that authorizing the AEC to con- 
duct research for others in Government facilities and char ge fair prices 
for it. In this case, 37 Larcent were opposed, 53 percent were in favor, 
and 10 percent did not aaswer the question. 

The opposition came chiefly from industrial and university research 
organizations. 

Other provisions to which there was some objection and the per- 
centage of people who in each case favored and opposed the provisions 
are as follows: 

1. Authorization for AEC to determine the prices to be charged 
for the use of nuclear fuels and the just compensation to be paid for 
the fuels produced by Government licensees : on percent were in favor, 
29 ? reent we re opposed, 15 percent were not respon sive, 

Elimination of the existing law’s provision which reserves for the 
use of the Government all uranium and other source materials con- 
tained in deposits on public lands: 59 percent were in favor, 26 per- 
cent were opposed, 15 percent were not responsive. 

Authorization for AEC to lease (but not to sell) nuclear fuels 
to private persons for industrial use, with title to such fuels remaining 
with the Government: 65 percent were in favor, 24 percent opposed, 
and 11 percent not responsive. Most of those opposed specified they 
preferred private ownership to leasing. 

Authorization for the AEC (but not its contractors or licensees) 
to communicate restricted data on peaceful industrial applications 
to other nations if such communication does not constitute an unrea- 
sonable risk to national security : 67 percent were in favor, 23 percent 
were opposed, and 10 percent not responsive. 


5. Automatic declassification of restricted data after a 3 year peri lod 
unless specific action is taken to keep the information in a classified 
status: 74 percent were in favor, 14 percent opposed, and 12 percent 


not responsive. 
The next two statements, Nos. 6 and 
figures for the patent provision. 
Authorization for the AEC to establish different grades of per- 
sonnel clearance for access to corresponding grades of restricted data: 
82 percent were in favor, 10 percent opposed, and 8 percent not 
ee 
Requirement that AEC license all individuals who are operators 
re reactors and other facilities utilizing or producing nuclear fuels: 
82 percent were in favor, 4 percent opposed, and 14 percent not 
responsive. 
The following is a summary of the activities of the respondents 
(some specified more than one) : 


, give figures similar to the 
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Now I would like to leave the questionnaire sand offer ‘the comments 
of Nucleonics. 
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Representative Houirrevp. Mr. Chairman, I would like to make the 
request that the names of those responding be submitted to the com- 


mittee. 

Mr. Luntz. We made it optional, Mr. Holifield, for the respondents 
to list their names, and I haven’t counted them, but my guess would 
be that perhaps upward of 50 percent did not sign their names. And 
we, in fact, did not actually ask these people for permission to pub- 
lish their names. So that if you wanted the names of those who 
actually did sign their names, I believe we would have to request per 
mission from these people. 

However, we can supply the list of 351 names to whom the question- 
naire was sent. 

(The list referred to follows:) 


NUCLEONICS POLL 


Talbert Abrams, chairman and president, Abrams Instrument Corp., 600-620 
East Shiawassee Street, Lansing, Mich. 
James Fairchild Adams, president and general manager, John A, Manning 
Paper Co., Troy, N. Y. 
W. J. Alford, Jr., president, Continental Paper Co., Industrial Avenue, Ridgefield 
Park, N. J. 
Axel H. Anderson, president, Bird & Sons, East Walpole, Mass. 
F. J. Andre, president, Congoleum-Nairn, Inc., Kearney, N. J. 
kK. H. Anson, Sr., vice president, Gibbs & Hill Inc., Pennsylvania Station, New 
York, N. Y. 
Nicholas Anton, president, Anton Electronic Laboratories, Inc., Brooklyn 6, N. Y. 
Kenneth P. Applegate, president, Hartford Electric Light Co., Hartford, Conn 
C. J. Backstrand, president, Armstrong Cork Co., research laboratory, Lancaster, 
Pa. 
Walter C. Beckjord, chairman, president and secretary, Cincinnati Gas & 
Klectric Co., Cincinnati, Ohio 
Arnold O. Beckman, president, Beckman Instruments, Inc., South Pasadena, 
Calif. 
Alexander M. Beebee, president, Rochester Gas & Electric Corp., Rochester, N. Y. 
B. Black, president, Pacific Gas & Electric Co., San Francisco, Calif 
N. Bland, president, Fiberboard Products, Inc., San Francisco, Calif. 
B. Bonny, president, H. K. Ferguson Co., Boise, Idaho 
tichard S. Boutelle, president, Fairchild Engine & Airplane Corp., Hagerstown, 
Md. 
Harllee Branch, Jr., president, Georgia Power Co., 75 Marietta Street NW. 
Atlanta, Ga. 
Herbert P. Buetow, president, Minnesota Mining & Mfg. Co., St. Paul, Minn. 
1. H. Chahoon, president, J & J Rogers Co., Ausable Forks, N. Y. 
Dunbar N. Chambers, president, Farnsworth & Chambers Co., post office box 74, 
Houston, Tex. 
John H. Chaplin, president, Veeder-Root, Inc., Hartford, Conn. 
Dr. Albert K. Chapman, president, Eastman Kodak Co., industrial sales division, 
Rochester, N. Y. 
W. E. Chope, president, Industrial Nucleonics Corps., 1205 Chesapeake Avenue, 
Columbus, Ohio 
Gordon Clapp, Administrator, Tennessee Valley Authority, Knoxville, Tenn. 
L. L. Colbert, president, Chrysler Corp., Detroit, Mich. 
T. M. Cole, president, Federal Electric Products Co., Newark, N. J. 
William H. Colvin, Jr., president, Crucible Steel Company of America, New 
York, N. Y. 
James W. Corey, president, Reliance Electric & Engineering Co., Cleveland, Ohio 
Lester S. Corey, president, Utah Construction Co., Salt Lake City, Utah 
Lou R. Crandall, president, George A. Fuller Co., New York, N. Y. 
J. F. Crist, president, Gulf Power Co., Pensacola, Fla. 
L. W. Cronkhite, president, Atomic Instrument Co., Cambridge, Mass. 
A. S. Cummins, president, California-Oregon Power Co., Medford, Oreg. 
A. Millard Daniels, president, L. L. Brown Paper Co., Adams, Mass. 
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Harry A. De Butts, president, Southern Railway Co., McPherson Square, Wash 
ington, D. C. 

Morse G. Dial, president, Union Carbide & Carbon Corp., New York, N. Y. 

Harry Diamond, president, Elizabeth Iron Works, Inc., Green Lane, Union, N. J. 

Edgar Dixon, president, Middle South Utilities, Inc., New York, N. Y. 

W. H. Doran, president, Metropolitan Edison Co., Reading, Pa. 

John J. Duggan, president, Chapman Valve Manufacturing Co., Indian Orchard, 
Mass. 

Robert E. Dwyer, president, Anaconda Wire & Cable Co., New York, N. Y. 

Alfred J. Eichler, president, Walworth Co., New York, N. Y. 

B. L. England, president, Atlantic City Electric Co., Atlantic City, N. J. 

Helmre Enlund, Gibbs & Cox, New York, N. Y. 

Raymond F. Evans, president, Diamond Alkali Co., Cleveland, Ohio 

T. M. Evans, president, H. K. Porter Co., Pittsburgh, Pa. 

Benjamin F. Fairless, chairman, United States Steel Corp., New York, N. Y. 

James Fairman, vice president, Consolidated Edison Company of New York, 
New York, N. Y. 

Mrs. H. Farrell, president, Farrell-Cheek Steel Co., Sandusky, Ohio 

Hugh S. Ferguson, president, Dewey & Almy Chemical Co., Cambridge, Mass, 

Malcolm P. Ferguson, Bendix Aviation Corp., Detroit, Mich. 

William H. Finkeldey, partner, Singmaster & Breyer, New York, N. Y¥ 

A. R. Fisher, president, Johns-Manville Corp., New York, N. Y. 

Joseph Fistere, president, Mallinckrodt Chemical Works, St. Louis, Mo. 

James D, Fleming, president, Grinnell Co., Providence, R. I. 

Philip 8. Fogg, president, Consolidated Engineering Corp., Pasadena, Calif. 

Henry Ford, II, president, Ford Motor Co., Dearborn, Mich. 

G. M. Gadsby, president, Utah Power & Light Co., Salt Lake City, Utah 

Robert F. Galvin, Ohio Steel Foundry Co., Lima, Ohio 

Henry C. Gibson, Jr., president, Radiation Research Corp., West Palm Beach, Fla. 

John T. Gossett, Central Scientific Co., Chicago, Ill 

William J. Grede, president, Grede Foundries, Inc., Milwaukee, Wis. 

Cc. H. Greenewalt, president, E. I. du Pont de Nemours & Co., photo products de- 
partment, Wilmington, Del. 

Walter F. Grote, president, Grote Manufacturing Co., Inc., Bellevue, Ky. 

Walker Hamilton, president, Riegel Paper Corp., New York, N. Y. 

J. A, Handley, president, Whiting Corp., Harvey, Il. 

Charles J. Hardy, Jr., chairman, executive committee, and president, American 
Car & Foundry Co., New York, N. Y. 

Walter Harnischfeger, president, Harnischfeger Corp., Milwaukee, Wis. 

Harry B. Higgins, president, Pittsburgh Plate Glass Co., Pittsburgh, Pa. 

Phillip O. Hoag, Whitehead & Hoag Co., Newark, N. J. 

Roy T. Hurley, president, Curtiss-Wright Aeronautical Corp., Passaic and South 
Main Street, Wood-Ridge, N. J. 

Charles Ide, president, Toledo Edison Co., Toledo, Ohio 

©. Brinton Jack, president, New York Testing Laboratories, New York, N. Y. 

Charles C. Jarchow, president, American Steel Foundries, Chicago, III. 

Ernest G. Jarvis, president, Continental Copper & Steel Industries, Inc., New 
York, N. Y. 

G. H. Johanson, president, Automatic Temperature Control Co., Inc., Philadel- 
phia, Pa. 

D. C. Keefe, president, Ingersoll-Rand Co., New York, N. Y. 

W. C. Keeley, president, Vanadium Corporation of America, New York, N. Y. 

Donald 8. Kennedy, president, Oklahoma Gas & Electric Co., Oklahoma City 
Okla. 

Verne C. Kennedy, president, Streeter-Amet Co., Chicago, Il. 

David C. Knowlton, president, Knowlton Bros. Co., Watertown, N. Y. 

Walter G. Koch, president, International Steel Co., Evansville, Ind. 

C. E. Kohlhepp, president, Wisconsin Public Service Corp., Milwaukee, Wis. 

J. H. Konisgsberg, president, Standard Rolling Mills, Inc., Brooklyn, N. Y. 

R. H. Kruse, president, Cambridge Instrument Co., Inc., New York, N. Y. 

Stewart E. Lauer, president, York Corp., York, Pa. 

Charles R. Lindsay III, president, Lindsay Chemical Co., west Chicago, Ill 

Elmer Lindseth, president, Cleveland Electric Illuminating Co., Cleveland, Ohio 

Kenneth W. Lineberry, president, Black, Sivalls & Bryson, Inc., Tulsa, Okla. 

Rawson G. Lizards, president, Certain-Teed Products Corp., Ardmore, Pa. 

Errol H. Locke, president, General Radio Co., Cambridge, Mass. 

Dr. F. Longerg, president, Photovolt Corp., New York, N. Y. 
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John W. Lucas, president, Southwest Welding & Manufacturing Co., Alhambra, 
Calif. 

David L. Luke, president, West Virginia Pulp & Paper, New York, N. Y. 

Orville K. Lyburger, president, Walker-Lyburger Construction Co., Grand June- 
tion, Colo. 

Earle J. Machold, president, Niagara Mohawk Power Corp., West Syracuse, 
N. Y. 

J. R. MacDonald, president, General Cable Corp., New York, N. Y. 

Warren C. MacFarlane, president, Minneapolis-Moline Co., Minneapolis, Minn, 

W. 8S. Mackenzie, president and treasurer, Smith Hinchman & Grylls, Ince., 
Detroit, Mich. 

R. C, Mahon, president, R. C. Mahon Co,, Detroit, Mich. 

R. W. Mahony, president and general manager, Appleton Coated Paper Co., 
Appleton, Wis. 

J. L. Mauthe, president, Youngstown Sheet & Tube Co., Youngstown, Ohio 

Glenn W. Maxon, president, Maxon Construction Co., Inc., Dayton, Ohio 

J. W. McAfee, president, Union Electric Co. of Missouri, St. Louis, Mo. 

Presley H. McCance, president, Duquesne Light Co., Pittsburgh, Pa. 

Wilson McCarthy, president, Denver & Rio Grande Western Railroad Co., Denver, 
Colo 

John E. McCauley, president, Birdsboro Steel Foundry & Machine Co., Birds- 
boro, Pa. 

C. Bb. McManus, president, Southern Co., Atlanta, Ga. 

Wilbur L. Mier, president, Chatham Electronics Corp., Newark, N. J. 

D. C. Minard, president, Trane Co., La Crosse, Wis. 

I. L. Moore, president, New England Electric System, Boston, Mass. 

William R. Morgan, Cambridge Corp., Cambridge, Mass. 

Hugh G. Neil, president, Special Instruments Laboratory, Inc., Knoxville, Tenn. 

Cc. R. Nelson, president, Nelson Electrical Manufacturing Co., Tulsa, Okla. 

Sam Norris, president, Amperex Electronic Corp., Hicksville, Long Island, N. Y¥. 

Henry K. Norton, president, Walter Kidde Nuclear Laboratories, Inc., New 
York, N. Y. 

Daniel J. O’Connor, Formica Co., Cincinnati, Ohio 

Philip E. Ohmart, president, Ohmart Corp.., Cincinnati, Ohio 

George Olmstead, Jr., president, 8S. D. Warren Co., Boston, Mass. 

Raymond FE. Olson, president, Taylor Instrument Co., Rochester, N. Y. 

William O'Neil, president and general manager, General Tire & Rubber Co., 
Akron, Ohio. 

David Packard, president, Hewlett-Packard Co., Palo Alto, Calif. 

Henry D. Phillips, Hartford Electric Steel Corp., Hartford, Conn. 

HI. W. Pierce, president, New York Shipbuilding Corp., Camden, N. J. 

William L. Pitcher, president, Easthampton Rubber Thread Co., Easthampton, 
Mass. 

Louis F. Polk, president, Sheffield Corp., Dayton, Ohio. 

Earl M. Pollock, director, technical services, El-Tronics, Inc., Philadelphia, Pa. 

Paul L. Poole, president, Production Instrument Co., Inc., Chicago, Ill]. 

John T. Potts, president, Galigher Co., Salt Lake City, Utah. 

Elmer R. Ramsey, president, Dorr Co., Inc., Stamford, Conn. 

Hobart C. Ramsey, president, Worthington Corp., New York, N. Y. 

Herbert J. Rosen, president, Griffin Wheel Co., Chicago, Il. 

}D. T. Russell, president, Southern Pacific Co., San Francisco, Calif. 

S. A. Scherbatskoy, president, Geophysical Measurements Corp., Tulsa, Okla, 

Dr. B. Schloss, Nucleonic Corp. of America, Brooklyn, N. Y. 

Arthur J. Schmitt, president, American Phenolic Corp., Chicago, Ill. 

James A. Schoke, president, Nuclear Instrument & Chemical Corp., Chicago, Il. 

William M. Scott, Jr., president and general manager, I-T-E Circuit Breaker 
Co., Philadelphia, Pa. 

Ernest Searing, president, International Resistance Co., Philadelphia, Pa. 

W. W. Sebald, president, Armco Steel Corp., Middletown, Ohio. 

J. Pernfield Seiberling, chairman and president, Seiberling Rubber Co., Akron, 
Qhio. 

Benjamin F. Shaw II, president, B. F. Shaw Co., Wilmington, Del. 

E. D. Sherwin, president, San Diego Gas & Electric Co., San Diego 12, Calif. 

R. Paul Smith, Potomac Light & Power Co., Martinsburg, W. Va. 

Warren L. Smith, president, M. W. Kellogg Corp., New York, N. Y. 

W. C. Snyder, Jr., president, Blaw-Knox Co., Pittsburgh, Pa. 

Hynes Sparks, president, Symington-Gould Corp., New York, N. Y. 
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M. A. Spayd, president, Standard Register Co., Dayton, Ohio. 

Albert F. Sperry, president, Panellit, Inc., Chicago, Il. 

Philip Sporn, president, American Gas & Electric Co., New York, N. Y. 

Robert A. Stauffer, vice president and director of research, National Research 
Corp., Cambridge, Mass. 

Fred F. Steen, president, S. S. White Dental Manufacturing Co., New York, N. Y. 

John Stevens, Jr., president and general manager, Marathon Corp., Menasha, 
Wis. 

Arthur G. Stoughton, president, Midwest Piping & Supply Co., St. Louis, Mo. 

Clifford S. Strike, president, F. H. McGraw & Co., Hartford, Conn. i 

L. P. Sweatt, president, Mississippi Power Co., Gulfport, Miss. 

R. L. Thomas, vice president, Consolidated Gas, Electric Light & Power Co., 
Baltimore, Md. 

James F. Thornton, president, Lummus Co., New York, N. Y. 

William J. Tilley, president, Bristol Steel & Iron Works, Bristol, Va. 

Q, Titus, president, Pennsylvania Electric Co., Johnstown, Pa. 

Kenneth C. Towe, president, American Cyanamid Co., New York, N. Y. 

Maurice N. Trainer, president, American Brake Shoe Co., New York, N. Y. 

Gould W. Van Derzee, president, Wisconsin Electric Power Co., M lwankee, Wis 

Ernest H. Wakefield, president, Radiation Counter Laboratories, Inc., Skokie, Ill. 

Jay P. Walker, president, National Tank Co., Tulsa, Okla. 

A. V. Wiebel, president, Tennessee Coal & Iron Division, United States Steel Co., 
Birmingham, Ala. 

Irving W. Wilson, president, Aluminum Company of America, Pittsburgh, Pa. 
T. B. Wilson, president, Louisville Gas & Electric Co., Louisville, Ky. 

Ernest R. Acker, president, Central Hudson Gas & Electric Corp., Poughkeepsie, 
N. &, 

Ronald W. Akerlow, Stearns-Rogers Manufacturing Co., Denver, Colo. 

E. C. Bain, president, research and technology, United States Steel Corp., Pitts- 
burgh, Pa. 

William E. Barbour, Jr., president, Tracerlab Inc., Boston, Mass. 

Dwight C. Bardwell, Vanderbilt University, Nashville, Tenn. 

W. H. Barlow, manager of research, Ohio Oil Co., Findlay, Ohio. 

Niles Bartholomew, vice president, Carborundum Metals Co., Ine., Akron, N. Y. 

William W. Barton, president, W. F. & John Barnes Co., Rockford, Il. 

D. E. Batesole, vice president, Norma Hoffman Bearings Corp., Stamford, Conn. 

Rey. Vincent F. Beatty, Loyola College, Baltimore, Md. 

Harry Benet, Dara Products, Cincinnati, Ohio. 

Bennett Boskey, Volpe, Boskey & Skallerup, Washington, D. C. 

F. Brandt, Electronic Products Co., Mount Vernon, N. ¥ 

Alden C. Brett, University of Massachusetts, Belmont, Mass. 

Arthur H. Bunker, president, Climax Molybdenum Co., New York, N. Y. 

George M. Bunker, president, Glenn L. Martin Co., Baltimore, Md. 

H. H. Burtt, president, Winchester Electronics, Inec., Glenbrook, Conn. 

Sidney M. Cadwell, United States Rubber Co., South Passaic, N. J 

Henry M. Chance II, vice president, United Engineers & Constructors, Inc., 
Philadelphia, Pa. 

Walker L. Cisler, president, Detroit Edison Co., Detroit, Mich. 

John L. Collyer, president, B. F. Goodrich Co., Akron, Ohio. 

Dr. E. U. Condon, Corning Glass Works, Corning, N. Y. 

William F. Crawford, president, Edward Valves, Inc., East Chicago, Tl 

Thomas F. Creamer, assistant vice president, National City Bank of New York, 
New York, N. Y. 

Lt. Gen. Willis D. Crittenberger, president, Greater New York Fund, Inc., New 
York, N. Y. 

L. M. Currie, vice president, National Carbon Co., New York, N. Y 

P. K. Davis, project manager, Austin Co., East Cleveland, Ohio 

Gordon Dean, Lehman Bros., New York, N. Y 

Thomas G. Dignan, president, Boston Edison Co., Boston, Mass. 

M. J. Donachie, president, Beryllium Corp., Reading, Pa. 

Georges F. Doriot, president, American Research & Development Corp., Boston, 
Mass. 

Perry T. Egbert, president, American Locomotive Co., New York, N. Y. 

M.A. Faucett, vice president, Illinois Power Co., Decatur, Ill. 
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H. W. Field, vice president, Atlantic Refining Co., Philadelphia, Pa. 

Karl Finsterbusch, vice president, Stone & Webster Engineering Corp., New 
York, N. ¥ 

E. B. Fisher, president, United States Radium Corp., New York, N. Y 

Paul D. Foote, executive vice president, Gulf Research & Development Co., 
Pittsburgh, Pa 

Prof. Augustus H. Fox, Union College, Schenectady, N. Y. 

IF’. M. Frink, Wolverine Tube Division, Calumet & Hecla, Inc., Detroit, Mich 

Robert F. Galvin, president, Ohio Steel Foundry Co., Lima, Ohio. 

R. Ws Galvin, executive vice president, Motorola, Inc., Chicago, D1. 

Dr. Robert M. Gates, president, Air Preheater Corp., New York, N. \ 

H. Gershinowitz, president, Shell Development Co., New York, N. Y 

Dr. Ivan A. Getting, vice president, Raytheon Manufacturing Co., Waltham, Mass, 

Dr. T. Keith Glennan, president, Case Institute of Technology, Cleveland, Ohio. 

Albert J. Garcia, general manager, Goodyear Atomic Corp., Portsmouth, Ohio 

Ik’. G. Gramm, president, Treadwell Construction Co., Midland, Pa. 

Frank K. Greenwall, president, National Starch Products, Inc., New York, N. Y. 

Mdward M. Greer, president, Greer Hydraulics, Inc., Brooklyn, N. Y. 

Louis E. Griffith, president, Riley Stoker Corp., Worcester, Mass 

Wesley S. Griswold, associate editor, Popular Science Monthly, New York, N. Y. 

Walter K. Gutman, Goodbody & Co., New York, N. Y. 

William R. Hainsworth, Fluor Corp., Ltd., Los Angeles, Calif. 

Cyrus W. Haller, president, Victoreen Instrument Co., Cleveland, Ohio. 

Robert Harcus, executive vice president, Byron Jackson Co., Los Angeles, Calif, 

William J. Harshaw, president, Harshaw Chemical Co., Cleveland, Ohio. 

George Havas, vice president, Kaiser Engineers, Oakland, Calif. 

George P. Haynes, Todd Shipyards Corp., New York, N. Y. 

E. H. Hecker, Western Cartridge Co., East Alton, Il. 

Dr. Frederick C. Henriques, Technical Operations, Inc., Arlington, Mass. 

W. M. Holaday, Socony-Vacuum Oil Co., Ine., New York, N. Y. 

J. L. Holloway, president, Crane Co., Chicago, Il. 

Donald D. Hoover, president, Bozell & Jacobs, Inc., New York, N. Y. 

Herbert W. Hoover, president, Hoover Co., Canton, Ohio. 

Dr. Frederick L. Hovde, president, Purdue Research Foundation, Lafayettte, Ind. 

Dr. C. C. Hurd, International Business Machines Corp., New York, N. Y. 

Stewart Huston, vice president, Lukens Steel Co., Coatesville, Pa. 

Alfred Iddles, president, Babeock & Wilcox Co., New York, N. Y. 

Comdr. C. D. Ingersoll, United States Merchant Marine Academy, Kings Point, 
NN. z. 

Prof. Walter Isard, Massachusetts Institute of Technology, Cambridge, Mass. 

Prof. Herbert S. Isbin, University of Minnesota, Minneapolis, Minn. 

Martens H. Isenberg, president, Combustion Engineering, Inc., New York, N. Y. 

H. E. Iserberger, president, St. John X-Ray Laboratory, Califon, N. J. 

Lee R. Jackson, president, Firestone Tire & Rubber Co., Akron 17, Ohio 

S. T. Jazwinski, Central Iron & Steel Co., Harrisburg, Pa. 

Daniel James, Cahill, Gordon, Reindel & Ohl, New York 5, N. Y. 

Charles C. Jarchow, president, American Steel Foundries, Chicago 11, II. 

Leslie G. Jenness, vice president, Kennecott Copper Corp., 161 East 42d Street, 
New York 17, N. Y. 

R. Charles Jester, Jr., general manager, Allstates Engineering Co., Trenton, N. J. 

Serge B. Jureney, Continental Oil Co., Ponea City, Okla. 

D. f. Karn, president, Consumers Power Co., Jackson, Mich. 

Clair L. Keene, vice president, Mutual Boiler & Machinery Insurance Co., 
Boston 10, Mass, 

W. M. Keller, director of mechanical research, Association of American Rail- 
roads, Washington 6, D. C. 

W. E. Keilev, vice president, Catalytic Construction Co., Philadelphia, Pa. 

Fred C. Kellogg. president, Pioneer Service & Engineering Co., Chicago 4, II. 

John J. Kennedy, Miller & Kennedy, Cleveland 15, Ohio 

Peter Kiewit. president, Peter Kiewit Sons’ Co., Ohama, Nebr. 

A. M. Kinney, president, A. M. Kinney, Inc., 2905 Vernon Place, Cincinnati, Ohio 

jengt Kijellgren, president, the Brush Beryllium Co., 4501 Perkins Avenue, 
Cleveland 3, Ohio 

Archer E. Knowlton, association editor, Electrical World, 330 West 42d Street, 
New York, N. Y. 

Alf Kolflat, chief engineer, Sargent & Lundy, Chicago 3, III. 

Arnold Kramish, Rand Corp., Santa Monica, Calif. 
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Dr. H. R. Kraybill, director, department of scientific research, American Meat 
Institute, Chicago 5, Ill 


Capt. W. N. Landers, secretary, the Society of Naval Architects and Marine 
Engineers, 26 West 39th Street, New York 18, N. Y. 
Fred A. Lennon, president, Crawford Fitting Co., 884 East 140th Street, Cleve- 


land, Ohio 

Harold P. LeWald, Bar-Ray Products, Inc., 4604 Drummond Avenue, Chevy 
Chase, Md. 

David E. Lilienthal, in care of Lazard Freres, Inc., 44 Wall Street, New York, 
NX: 

A. C. Long, president, the Texas Co., 135 East 42d Street, New York 17, N. Y. 

Dean Donald W. Loughridge, Northwestern University, Evanston, Ill. 

Jerome D. Luntz, editor, Nucleonics, New York, N. Y 

Francis K. McCune, general manager, atomic products division, General Electric 
Co., Schenectady, N. Y. 

Dean A. McKee, executive vice president, Kerr-McGee Oil Industries, Inc., Kerr- 
MeGee Building, Oklahoma City 2, Okla. 

Wayne McLaughlin, manager, axial compressor department, Carrier Corp., 
Syracuse 1, N. Y. 

Neil C. MceMath, president, Whitehead & Kales Co., River Rouge 18, Mich. 

S. C. McMeekin, president, South Carolina Electric & Gas Co., Columbia, S. C 

Paul W. McQuillen, Sullivan & Cromwell, New York 5, N. Y. 

Frank W. McQuiston, Jr., Newmont Mining Corp., New York 5, N. Y. 

Prof. Arthur Maass, Harvard University, Cambridge, Mass. 

Edward L. Mabry, president, Vick Chemical Co., New York 17, N. Y. 

Kenneth D. Mann, Firth Sterling, Inc., Pittsburgh 30, Pa. 

John R. Menke, president, Nuclear Development Associates, Inc., White Plains, 
Nn. E. 

Hamilton Merrill, president, Manning, Maxwell & Moore, Inc., Stratford, Conn. 

John R. Miller, vice president, Weston Electrical Instrument Corp., Newark 5, 
Nii @e 

Adm. Earle W. Mills, president, Foster Wheeler Co., New York, N. Y. 

David C. Minton, Jr., associate director, Battelle Memorial Institute, Colum- 
bus 1, Ohio 

A. C. Monteith, vice president, Westinghouse Electric Corp., Pittsburgh 30, Pa. 

Edward W. Morehouse, vice president, General Public Utilities Corp., New 
York 4, N. Y. 

Walter L. Morgan, president, Wellington Fund, Inc., Philadelphia 3, Pa. 

Eugene W. Morse, X-Ray, Inc., Detroit 3, Mich. 

BH. V. Murphree, president, Standard Oil Development Co., New York 18, N. Y¥. 

John R. Newell, president, Bath Iron Works Corp., Bath, Maine 

J. S. Newton, vice president, Baldwin-Lima-Hamilton Corp., Eddystone, Pa. 

Richard G. Nuckolls, Cornell Aeronautical Laboratory, Inc., 4455 Genesee Street, 
Buffalo 21, N. Y. 

Walter W. Offner, X-Ray Engineering Co., Mill Valley, Calif. 

Bernard J. O’Keefe, Edgerton, Germeshausen & Grier, Inc., Boston 15, Mass. 

Frank Pace, Jr., executive vice president, General Dynamics Corp., New York 
22, N. Y. 

Morehead Patterson, president, American Machine & Foundry Co., New York 17, 
N. Y. 

A. W. Peake, president, Standard Oil Co. (Indiana), Chicago 80, I11. 

Charles H. Percy, president, Bell & Howell Co., 7100 McCormick Road, Chi- 
cago 45, Ill. 

A. D. Plamondon, Jr., president, Flamondon Magnetics Co., Chicago 22, Ill. 

Dr. Mark Putnam, executive vice president, the Dow Chemical Co., Midland, Mich. 

William E. Rand, Stanford Research Institute, Stanford, Calif. 

Meyer M. Reiss, general manager, Atomic Center for Instruments & Equip., Inc., 
New York 17, N. Y. 

Stanley H. Resor, DeBevoise, Plimpton & McLean, New York, N. Y. 

E. M. Richards, vice president, Republic Steel Corp., Cleveland 1, Ohio 

Dr. George Rieveschl, Jr., chairman, Radioactive Products Inc., Detroit 26, Mich. 

R. G. Rincliffe, president, Philadelphia Electric Co., Philadelphia 5, Pa 

Kenneth B. Ris, president, Griscom-Russell Co., Massillon, Ohio. 

Neil F. Ritchey, atomic energy adviser, Reynolds Metals Co., Louisville 7, Ky. 

J. F. Roberts, vice president, Allis-Chalmers Manufacturing Co., Milwaukee 1, 
Wis. 

Rueben B. Robertson, Jr., president, Champion Paper & Fibre Co., Hamilton, Ohio. 
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Denis Robinson, president, High Voltage Engineering Corp., Cambridge 38, Mass. 

Stanley B. Roboff, Sylvania Electric Products Inc., Bayside, N. Y. 

Oscar M. Ruebhausen, DeBevoise, Plimpton & McLean, New York, N. Y. 

S. Murray Rust, Jr., president, the Rust Engineering Co., 575 Sixth Avenue, 
Pittsburgh 19, Pa. 

David Sarnoff, chairman, Radio Corporation of America, New York 20, N. Y. 

C. Baldwin Sawyer, Clevite Corp., 17000 St. Clair, Cleveland 10, Ohio. 

Robert C. Schenck, president, Duriron Co., Inc., Dayton, Ohio. 

Justin G. Schneehan, president, X-Ray Products Corp., North Hollywood, Calif. 

E. H. Schulz, assistant director of research operations, Armour Research Foun- 
dation, Chicago 16, Tl. 

Thomas F. Sheridan, New York State Department of Commerce, Albany 7, N. Y. 

Forbes Silsby, vice president, Allied Chemical & Dye Corp., New York 6, N. Y. 

J. A. Sisto, chairman, Barium Steel Corp., New York, N. Y. 

S. Merrill Skeist, vice president, W. L. Maxson Corp., New York, N. Y. 

Lloyd B. Smith, president, A. O. Smith Corp., 3533 North 27th Street, Milwaukee, 
1, Wis. 

Nicol H. Smith, director of laboratories, the Franklin Institute, Philadelphia 
3, Pa. 

Perry Coke Smith, partner, Voorhees Walker Foley & Smith, New York 17, N. Y. 

S. B. Smith, preside nt, Henry Pratt Co., Inc., ¢ ‘hieago 8, Ill. 

V. Weaver Smith, vice president, the Lummus Co., New York 17, N. Y. 

P. C. Spencer, president, Sinclair Oil Corp., New York 20, N. Y. 

Dr. Chauncey Starr, director, Atomic Energy Research Department, Los Angeles 
5, Calif. 

Newton I. Steers, Jr., president, Atomic Development Mutual Fund, Inc., Wash- 
ington 7, D. C. 

I. Melville Stein, president, Leeds & Northrup Co., Philadelphia 44, Pa 

Herman W. Steinkraus, president, Bridgeport Bri iss Co., Bridgeport, Conn 

Earl P. Stevenson, president, Arthur D. Little, Inc., Cambridge 42, Mass. 

Alex Stewart, director of research, National Lead Co., New York 6, N. Y. 

A. D. Suttle, Jr.,. Humble Oil & Refining Co., Baytown, Tex. 

Everett C. Swanson, Sr., partner, A. H. Vogel & Co., Detroit 26, Mich. 

W. F. Tait, Jr., vice president, Publie Service ee & Gas Co., Newark 1, N. J. 

Philip B. Taylor, partner, Sanderson & Porter, New Sra GN. E. 

Charles A. Thomas, president, Monsanto Chemi: cal Co., St. Leuts, Mo 

Ross W. Thomas, vice president, Phillips Petroleum Co. Bartlesville, Okla 

Joseph J. Trainor, chief engineer, Public Service Company of Indiana, Ine., 
*lainfield, Ind. 

Stanley A. Tucker, publications manager, American Society of Mechanical Engi- 
neers, New York 18, N. Y. 

Charles F. Van Amber, laboratory of nuclear studies, Cornell University, Ithaca, 
N. ¥. 

Howard G. Vesper, vice president, Standard Oil Company of California, San 
Francisco, Calif. 

R. H. Walters, director of research, General Foods Corp., White Plains, N. aa 

J. Carlton Ward, Jr., president, Vitro Corporation of America, New York 7, N. ¥ 

Roger S. Warner, Jr., Cambridge Corp., Cambridge, Mass. 

Frederick H. Warren, Washington 5, D. C. 

George L. Weil, consultant, Washington 6, D. ¢ 

T. C. Wescott, president, Ebasco Services, Inc., New York, N. Y. 

R. P. Westerhoff, vice peaee nt, Ford, Bacon & spay Inc., New York 6, N. Y. 

Paul B. Wishart, ee apolis-Honeywell Regulator Co., Minneapolis 8, Minn. 

J. B. Woodward, Jr., chairman, Newport News Shi building and Dry Dock Co., 
Newport News, Va. 

Stanley H. Wright, Holmes & Narver, Inc., Washington 6, D. C. 

J. Perry Yates, vice president, Bechtel Corp., San Francisco, Calif. 

Prof. Jerrold R. Zacharias, Massachusetts Institute of Technology, Cambridge, 
Mass. 


Representative Houirtetp. The pertinency of your testimony refers 
to the 15 percent who answered the questionnaires, and if you are 
bound in confidence not to produce the names of those respondents, 


then I merely note that the testimony which you give comes from an 
unknown source and therefore has to be considered in that light. 
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Mr. Luntz. Well, would you be interested, sir, in the names of those 
who did sign the questionnaires? Would that be sufficient for your 
purpose ¢ 

Representative Horirrep. No; not unless your percentages were 
changed. I make no demand for it. I merely make this notation for 
the record. j 

Chairman Coie. Any request of that nature would have to be con- 
firmed by action of the committee. 

Mr. Lunrz. Pardon me, sir. 

Chairman Corer. I say any request of you to disclose the identity 
of the people responding to the questionnaire, in the opinion of the 
Chair, 1s a decision that would have to be made by the committee. 
Because certainly your relationship with the people to whom you sent 
the questionnaire must be subject to some control by yourself. At any 
rate, submit to the committee the list of the 351 to whom the ques- 
tionnaire was sent. 

Mr. Luntz. I will be glad to do that, Mr. Chairman. 

Now, I would like to leave the questionnaire and offer the comments 
of Nucleonics. 

First, I want to compliment the joint committee for the splendid 
job it has done in writing the proposed bill. As was brought out at 
the hearings of this committee last summer, there was a wide diver- 
gence of opinion as to the manner in which the Atomic Energy Act 
of 1946 should be revised in order to foster the development of an 
American atomic energy industry. In fact, there were those who felt 
that the act should not be revised at all. 

Although there are some who favor major revision of the act who 
would argue with some of the proposed amendments—in fact, I have 
some questions in my own mind—my belief that, if the act were 
changed by the Congress in accordance with the proposals of this com- 
mittee, the cornerstone will have been made for the development of a 
vigorous industry. I particularly wanted to make this clear at the 
outset so that my remarks will be considered in the proper perspective. 
I am respectfully offering my comments in the hope that they will 
reinforce the thinking of the committee in certain areas and will point 
up problems that may arise in other areas. 

Chairman Corr. May I interrupt, Mr. Luntz? You said you are 
now offering the comments of Nucleonics. Whose judgment entered 
into your statement here? Or is this your own individual observa- 
tion ? 

Mr. Luntz. These are my own, speaking for Nucleonics as a publi- 
cation rather than for myself as an unaffiliated individual. 

Chairman Corr. But the statements you express will be your own 
and not the result of any conference or collaboration with your asso- 
ciates in Nucleonics ? 

Mr. Luntz. Well, on certain portions of the questionnaire, I have 
discussed it in detail with McGraw-Hill executives; so that I will say 
that certain portions that I will cover later come about as a result of 
discussion. 

Chairman Cots. Thank you. 

Mr. Luntz. May I say that the reason I inserted that sentence is 
that the data on the questionnaire came from the returns on this ques- 
tionnaire and were merely our, as we felt, objective analysis of the 
results, and we tried to avoid injecting any of our own opinions. 
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I assume that the introduction of H. R. 8862 and S. 3323 is recogni- 
tion by the joint committee of the serious interest of industry in par- 
ticipating in the development of the atomic-energy field in a positive 
way. 

However, I would like to introduce my comments on the bill by 
some statements in this regard. 

First, American industry is already spending at least 4 to 5 million 
dollars a year in the field of nuclear reactors at a time when the 
legislative situation is such that there is no clear indication of the 
possibility of any kind of return on this money. 

Second, American industry has shown positive evidence of a desire 
to spend money on at least three kinds of nuclear reactors: central 
station plants, “package” reactors, and university research reactors. 

As you know, the strongest evidence of this interest was shown 
in March, when the Duquesne Light Co. made a multi-million-dollar 
bet on the future of the atomic energy industry. Here, a private 
company has indicated a willingness to spend much more than $5 
million on a venture that few believe will bring it a short-term re- 
turn on its money. 

Also in the central station power recator area, your witnesses this 
afternoon—representatives of the Dow Chemical-Detroit Edison 
team—announced recently that their group would spend $2.6 million 
in 1954; once again, with no evidence of a possible return on their 
money. 

In connection with “package” reactors, the AEC and the Depart- 
ment of the Army recently received evidence of the desire of a num- 
ber of companies to bid—for the first time in the history of the atomic- 
energy project—on a fixed-price basis for the contract to build a 
“nackage” reactor for the Army. 

And finally, although the existing legislation does not particularly 
limit industry in the construction of low power-research reactors, I 
think it is of interest to note the activity of industry in this area. 

At a meeting on this subject at Oak Ridge in February, representa- 
tives of a number of comapnies evidenced a strongly competitive at- 
titude on selling reactors to universities and = Hirer research 
laboratories. 

Some of these companies have gone so far as to prepare catalogs 
of what they have to offer in the way of reactors. 

I believe that this brief outline of the activities of industry sup- 
ports the timeliness of the consideration of legislative changes such 
as recommended by the joint committee. 

I would now like to comment on the specific bill before the com- 
mittee. I do not plan to discuss all of the major provisions of the 
bill—first, because I have not had the opportunity of studying and 
discussing all sections thoroughly; and second, and perhaps this is 
more important, because I lack the necessary background to comment 
in detail on certain of the sections. 

In chapter I on declaration, findings, and purpose I would like 
to suggest that the original words, “Any legislation will necessarily 
be subject to revision from time to time,” be restored. I am sure 
that the joint committee by its deletion of these words did not mean 
to imply that the proposed bill, if passed, represents the answer to 
the ultimate legislative needs of the atomic-energy industry. In fact, 
because the bill proposes to give the AEC very broad powers that 
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are delineated in broad terms, it is likely that this committee intends 
this legislation to be interim in nature. 

Senator HickenLoorer. Mr. Chairman, may I ask Mr. Luntz if he 
doesn’t agree that it is inherent in any legislation that it can be re- 
vised from time to time by future Congresses? There is no power 
in this Congress to control the action of the next Congress. A state- 
ment of that kind might be considered surplusage. I could, myself, 
justify its insertion in the original bill, because of the novelty of 
the situation and the novelty of the legisl: a in order to give an 
assurance that we realized that the original bill was not nec essarily 
the final answer. But with future revisions, I don’t necessarily agree 
that it makes much difference whether that phrase be in there or not, 
because of the inherent power of the future Congresses. 

Mr. Lunrz. I fully agree, Mr. Hickenlooper, that there is no ques- 
tion about what you say. 

I would like to read the next two paragraphs, which bear on the 
very same point. I feel that there is at least a psychological advan- 
tage to having this in the bill at the present time. 

Chairman Cote. I think in reading these next paragraphs—and 
I have no idea what they contain—you should have in mind that the 
committee, when it omitted the phrase to which you have directed our 
attention, had no thought whatsoever that this proposed legislation 
was final, or that there should be no revision in the future, as Senator 
Hickenlooper has said. It was eliminated only because it stated a 
principle which is inherent. So with that in mind, I wonder if 
you still have the thoughts that you express in your subsequent 
paragraphs. 

Mr. Luntz. Yes; I do sir. 

If, in fact, this is the case, I believe this should be recognized in a 
positive way by the restoration, first, of the deleted words referred 
to above. Then, I would go a step further and recommend that it 
be written into the bill that the joint committee shall hold hearings 
at least once a year specifically for the purpose of examining the 
administrative functionings of such things as the licensing and leasing 
provisions. It is quite possible, for example, that it might be found 
that the intent of the committee to expedite the development of an 
American atomic-energy industry might not be fully realized because 
of the lack of specificity of these provisions. I believe that AEC 
and industry would welcome the opportunity of appearing at such 
hearings on the initiative of the joint committee. And I would like 
to emphasize the word “initiative.” 

In any event, I want to make quite clear that I am not implying 
that the joint committee may be derelict in its duties and will neglect 
to do on its own what I am recommending. This committee has 
an admirable record in carrying out its “watchdog” function. How- 
ever, I think there would be an advantage in writing this proposal into 
the law. 

And may I interject here that I have seen from discussion with 
various people in industry the fact that some are quite concerned about 
the fact that this is the law that they are going to be held to for a 
number of years tocome. And I think that there is an advantage in 
writing this into the law; that if in fact there are problems that arise, 
industry in particular and perhaps the Commission would welcome 
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having the initiative of the Commission be the basis for hearings 
rather than to have industry be put in the position of crying on the 
doorstep of the committee. 

Section 2 (g) states: 

It is essential to the common defense and security that title to all special 
material be in the United States. 

Section 52 then vests ownership of special material in the United 
States. Although I believe that an industry can be started on an 
arrangement whereby fuel is leased by the Government, I cannot 
see any disadvantages to the Government of private ownership of 
fuel and merely want to mention certain reasons. 

There is already precedent for the sale by the Government to private 
concerns of materials that are pote ntially hazardous. I refer to radio- 
active materials sold by AEC to indus try. Although there is no 
comparison between the relationship of such materials and fissionable 
fuels to the national security, there is a certain similarity from the 
point of view of health and safety. Thus far the Government has 
maintained full and adequate control of the safety aspects of the use 
of radioisotopes. In some applications of such materials extremely 
hazardous conditions could develop. 

As far as special materials are concerned, they would be just as 
recoverable physically and legally whether they were sold or leased— 
recoverable for reasons of national security or health and safety. 

Section 3b states that one of the purposes of the act would be to pro- 
vide for a “program for the control and dissemination of restricted 
data so as to encourage scientific progress.” Although I shall com- 
ment later in much greater detail on the informational aspects of the 
bill, I want to mention here that I feel a very positive statement on in- 
formation dissemination should be included in the section on “pur- 
pose.” The present wording of 3b appears to omit any statement re- 
garding the dissemination of declassified or unclassified information 
but rather concerns itself only with restricted data. 

Because the AEC now has and will continue to have considerable 
control over both classified and unclassified information, I believe the 
law should stipulate as a purpose under 3b a— 
program for the control and dissemination of restricted data so as to encourage 
scientific progress, and a program for the dissemination of technical and non- 
technical declassifiable and unclassified information so as to encourage techno- 
logical progress and public understanding. 

In other words, I believe that one of the AEC’s informational 
responsibilities should be to foster the dissemination of information 
outside of the atomic energy project. 

Senator Hickentoorer. Mr. Chairman, I would like to ask Mr. 
Luntz a little bit more about this unclassified data statement which he 
made. 

The Commission has responsibilities and exercises control over clas- 
sified data or restricted data, but anyone has access to unclassified 
data, so far as I know. That gets into the public domain at that time. 

Now, what responsibilities would the Commission have for unclassi- 
fied data once it has been unclassified ? 

Mr. Luntz. Well, Mr. Hickenlooper, I would say one of the first 
problems is that those who want to disseminate unclassified informa- 
tion, for example the press, must first be made aware of the fact that 
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certain information is not classified. And since the Commission, I 
would venture to say, directly or indirectly is responsible for the gen- 
eration of 90 to 95 percent of the uncl: assified information in the atomic 
energy field in this country, one of its first responsibilities is that it 
hiust In some way make clear just what there is that is actually avail- 
able for unclassified dissemination. 

Senator Hicken.oorer. Then are you taking the position that the 
Atomic Energy Commission should set up a sort ofa county agent sys- 
tem to disseminate unclassified data? A part of it would be that it 
should be up to the ingenuity of the people who want to disseminate it 
or those who want to dig it out for themselves. 

Mr. Lunrz. I make the statement later that in fact the press has 
been negligent to a certain extent in ferreting out information. I 
feel this to a limited extent from my own personal experience, but to a 
much greater extent from contacts i. at I have with other members of 
the press, that it ha 3 not been at all : easy ‘job tor the press to cover 
the atomic energy field. In fact, I wil l say by and large it has been 
a very difficult job. And this, despi te the fact that today and | 
would like to note this—there is a very sizable body of declassified and 
unclassified information. But it has not been at all easy for the press 
to cover the field. I see this in my own organization, McGraw-Hill. 
And I think that a useful purpose would be accomplished if the bill 
would state that the Commission has the re sponsibility to take a very 
positive attitude toward disseminating nonclassified information. 

Senator Hickentoorrr. Well, I think various departments of Gov- 
ernment have similar problems. The Department of Agriculture 
publishes thousands and thousands and thousands of bulletins. . But 
they don’t go around to people and get them by the coat sleeve and say, 
“Look, here,” and shove it in their mouth. The information is avail- 
able to them, and the Department of Interior and every department of 
government has volumes of information that is available. So does the 
Atomic Energy Commission. 

Mr. Luntz. But, sir, I don’t believe that the Department of Agri- 
culture has the aura of secrecy surrounding its operations that the 
atomic energy program does. 

Senator Hicken Looper. No. I understand. I am merely saying 
that the situations are entirely different because of the secrecy, but I 
am trying to find out whether you are advocating that the Atomic 
Energy Commission set up an agency within itself to go through and 
catalog and index all information which has been declassified. 

Mr. Lunrz. The Atomic Energy Commission is doing that to a cer- 
tain extent. 

No, I am not advocating that the Atomic Energy Commission go 
into anything resembling the on, business. We, for one, are 
not looking for competition, I must say. But what I do feel is that I 
have seen so very many problems, obs tacles, that have been placed in 
the path of the press in ferreting out information. I have very fre- 
quently people calling upon me for assistance in developing stories 
in the atomic energy field. And I, for one, and my organization, are 
extremely happy to help these people. And I find that in very many 
cases people have come to us because of the fact that they have had 
very great difficulty in getting the kind of information that the *y have 
been seeking. 
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So that what I would like to see is a more positive program of assis- 
tance to the press. I would like to see the press welcomed rather than 
turned away. 

Now, I realize there are certain areas where the press cant be 
welcomed. ‘The weapons area, for one thing. But I feel that by and 
large there is so much in the atomic energy program that both the 
technical and nontechnical public don’t know about and should know 
about that it warrants a speci al effort in that direction. 

Chairman Cote. I judge, then, that your thought is not so much that 
the Commission should embark on a program of dissemination by way 
of publications issued by itself and industry by itself, but rather that 
it should have some of its personnel who would be available to « xplain 
the meeting and facilitate the access to unrestricted information on 
the part of the representatives of media of dissemination ? 

Mr. Luntz. That is quite right, Mr. Cole. The AEC does that to a 
certain extent today. But I, for one, from what I have seen, don’t 
feel that it goes far enough. And there may be very good adminis- 
trative reasons or very good budget reasons why they can’t go any 
further. But I say, in principle, I feel much more should be done in 
that direction. 

Chairman Corr. What reason other than budget would you think 
conceivable? Certainly not an unwillingness on the part of the Com- 
mission to explain unrestricted data and to see that it is distributed 
as widely as possible. At least I would be very much surprised if 
that is the attitude of the Commission. 

Do you feel that that does represent a possible attitude on the part 
of the Commission; a desire to be uncooperative with the press in dis- 
tributing and explaining unrestricted data ? 

Mr. Luntz. No, I would not say it is a desire to be uncooperative 
with the press. I would think to a certain extent there may be a lack 
of appreciation for the need to go much further than they have gone 
at the present time. 

Representative Price. Mr. Chairman, I want to be certain he is talk- 
ing entirely about nonrestricted data. 

Mr. Luntz. I am talking completely about nonrestricted data, Mr. 
Price. I personally have no access to restricted data. I have no 
clearance. 

Representative Price. I wouldn’t think that you would. I just 
wondered if there was some point of confusion, where you ran into 
difficulty getting information, that could have involved restricted data. 

Mr. Luntz. No. There is a very considerable body of nonclassified 
inform: ition. And, in fact, we have been publishing our journal for 
7 years now and have never had any difficulty getting what we feel is 
worthwhile nonclassified information. The reason we haven’t had 
very great problems is because we specialize in this field. This is our 
full-time activity. But I have found so frequently that the press is 
frightened away by the secrecy that surrounds atomic energy. 

Now, this is in part a criticism of the press. For ex: umple, in the 
technical press, I find that there are editors of magazines who have a 
tremendous job in covering what is their normal field of coverage. 
They would like to publish technical atomic energy information. But 
they are so afraid that if they assign an editor to ‘dig into developing 
a story, he would spend an undue amount of time, m: iny months, just 
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learning the ropes and getting to the point where he can get anything 
that is useful. 

Senator Hicken Looper. Well, I realize that there are difficulties, 
and I am sure the Commission would like to see those difficulties 
eliminated as much as posible, but I am just trying to find an answer, 
some outline of how it could be bettered. That is why I asked you if 
you thought the Commission should set up a department of dis- 
semination of unclassified information or something of that sort. 
That would pose some different problems. 

Mr. Luntz. The Commission now has a public information branch 
which is concerned with this problem. 

Some of the kinds of things that I am thinking of are these: I feel 
for one thing that perhaps more frequent press conferences should 
be held by the Commission. I think that perhaps the Commission 
should periodically call in members of the press that might be inter- 
ested in certain phases of the program and tell them that information 
is developing along these lines, and if they want to develop a story here 
are some people to see. 

To a certain extent, this is guidance of the press. This is positive 
assistance to the press. And in other fields, in fields where there is 
by and large very little classified information, the press has done a 
very good job in keeping up with developments in those particular 
fields. 

But I think there has been a singular lack of intelligent public dis- 
cussion of the issues involved in the atomic energy field. For example, 
in the issues before this committee in this series of he: arings, I think 
there has been a singular lack of very complete discussion. 

Now, in connection with this legislation, I want to make clear that 
I don’t believe that the Commission should go out and try to sell any 
particular point of view. I am just mentioning this as an example of 
an area where the press has just, for various reasons, not adequately 
covered this. 

Representative Hotiarmitp. Mr. Chairman, on this point: 

I think you have given us a thought there in your suggestion that 
information which is unclassified, which is not restricted, which may 
be in the files of the Atomic Energy Commission, should be made 
available. And I think possibly the problem might be solved by 
using the words “made available” rather than “disseminate..” In 
other words, if this material, unclassified on declassified, was made 
available to periodicals like yours, you could obtain it without trouble, 
and you would do the dissemination of it. 

Mr. Luntz. May I say, Mr. Holifield, that we have had no difficulty. 
Because we have been spending 100 percent of our time following 
the atomic energy program and publishing and ferreting out infor- 
mation that can be published. And I want to make quite clear that 
these remarks are os based on experiences that I personally have had, 
difficulties that I personally have had. I am think more of the non- 
specialist in atomic energy press. 

Representative Hoxirievp. | recognize that. But the fact that you 
had to ferret it out is the thing that makes it impractical for the 
regular press. And therefore, if a more active program of making 
this material known through their information section was carried 
out, there might be a great deal of material which they haven’t taken 
an aggressive stand on in bringing to the attention of the public at 
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large discoveries in technology which aren’t in the restricted field 
but which might be available in many ways. So if there were a more 
aggressive program within the Commission of making this ciatutia) 
available so that everyone could have access to it without having to 
specialize and having to ferret it out, you feel it would be more 
valuable? 

Mr. Luntz. Yes, sir, I do. 

Representative Hotirretp. Now, in relation to that, is it your belief 
that this bill does make it easier for information to be declassified 
and made available to the public? 

Mr. Luntz. Very definitely it does. 

Representative Honrrrecp. Have you studied the definition of the 
word “design” in the section of definitions ? 

Mr. Luntz. The word “design” ? 

Representative Hoiirrevp. ‘The word “design.” 

Mr. Luntz. I am not sure that I recall it, sir. 

Yes, sir, this is some of the kind of information that I am referring 
to. Nonrestricted data that falls under that category. 

Representative Hotirrerp. But what material would fall under the 
area of declassification if the interpretation of design and all matters 
involved thereto in connection with research and development were 
carried forward in the interpretation of the word “design” ? 

Mr. Luntz. Well, there are many pieces of information, for example, 
on nuclear reactors that are not classified, where I believe this word 
“design” would apply. For example, the reactor at Brookhaven 
National Laboratory is by and large an unclassified facility. And, 
if I interpret this definition correctly, this would apply to that. 

Representative Hortrteip. That is exactly the point I am making. 
If it does apply to it, the AEC would be prohibited from releasing it. 

Mr. Lunrz. I am not sure that I understand how the definition 
of the word “design” prevents AEC from releasing the data. 

Representative Horirimevp. Because if you apply that to restricted 
data and it is applied to restricted data in another part of the bill, 
and you include the word “design” as it is included there under the 
term “restricted data,” we find that the area of restricted data is 
tremendously enlarged over anything heretofore contemplated in 
the original act. And therefore a prohibition against dissemination 
of that type of information would automatically follow. 

Mr. Luntz. May I say that if the word “design” does not apply 
to the words “the production of special material” included in the 
definition of restricted data, then I believe that—I am not clear on 
what the word “design” applies to—I am correct in stating that data 
on the production of special material can be restricted data, but it 
can, in fact, be declassified. 

Representative Hoxtrrecp. I suggest that you study the term 
“design” as contained in paragraph h, section 11, in its relation to 
paragraph q of section 11, with more specialized study, giving it a 
little more specialized study. 

Mr. Luntz. I am not sure of what you are implying, sir. But I 
believe I am correct in stating that there are certain data on nuclear 
power reactors that are considered restricted data. There is data 
under that description that can be declassified by the Commission. 
If such data can in fact be declassified by the Commission, then it 
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can be disseminated by the Commission. And this is what I am 
referring to. 

For example, the Brookhaven reactor produces a certain quantity 
of power. It also produces special material. I believe that this 
definition of restricted data, if applied to the Brookhaven reactor 
would mean that there might be some aspects of the reactor that 
would today be considered classified, but that in a period of 6 months 
the Commission could make a finding that the disclosure or declas- 
sification of such data would not adversely affect the common defense 
and security. 

Am I correct in that interpretation ? 

Representative Houirreip. I am not sure that you are correct in it. 
Chairman Core. Let me — ss my opinion that your interpreta- 
tion is correct, that it is ithin the power of the Commission to 
declare unclassified any iatoometion that was born with a restricted- 
data label, because of the fact that it is covered under the definition 

of “design.” 

Representative Hotirrerp. I refer you to the term “restricted 
data” in the definition section there. It means all data concerning 
design, manufacture, or utilization of atomic weapons, the produc- 
tion of special material or the ane of special material in the produc- 
tion of power. Of course, it shall not include any data which the 
Commission, from time to time, shall determine can be published. But 
then you go back over to the term “design” and you find out that in 
paragraph h the term “design” means specifications, plans, drawings, 
blueprints, and all matters involved in the making or formation of 
such items, including the research and developing involved therein. 
So, if you include design in restricted data with its all-inclusive 
language in its own definition, then you ee a tremendous field which 
is now In research and development under the heading of restrictive 
data, and you require then a determination as to whether it should 
be made known or not. 

Mr. Luntz. Yes, sir. I agree with that, that the Commission must 
make that determination. 

Representative Horirreip. And that this is a widening of the phrase 
“restricted data.” These two definitions taken in conjunction widen 
sharply the field of material which is to be considered as restrictive. 

Mr. Luntz. But I don’t believe that this affects the ability of the 
Commission to declassify information and disseminate it thereafter. 

Representative Hoxirreip. Possibly not. But doesn’t it give them 
a much wider field than they have at the present time? 

Mr. Lunrz. I didn’t have that impression. I am not saying that it 
doesn’t. 

Representative Horirrerp. I won’t burden you with questioning on 
that point. I have called it to your attention. You might study it. 

Mr. Lunrz. Shall I continue? 

Representative Price. I would think, though, that wouldn’t be con- 
sistent with the position you have taken, to support that definition of 
restricted data. 

Mr. Lunrz. Yes; I have no question about this provision. 

Representative Price. Of course, I was on the phone when you 
started that discussion, but I understand what Mr. Holifield was 
driving at, and I am not certain that you do. 
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Mr. Luntz. My impression is that the definition of restricted data 
has not been changed basically; that it essentially encompasses the 
same area that was covered previously. But in any event 

Representative Price. A little wider area, a little broader area ‘ 

Mr. Lunrz. In any event, I have no objection to this definition as 
such. 

The CuamMan. You may proceed. You are at the bottom of page 7. 

Mr. Lunrz. Section 102 appears to require a “7b” report by AEC to 
the President, and by the President to the Congress, prior to the 
granting of the first license to a company to build a nuclear power- 
plant, among other activities, I do not understand why this is neces- 
sary. It could cause undue delay in the granting of licenses. I would 
have thought that just the fact that the joint committee is recom- 
mending such a major revision in the legislation and the possible 
subsequent passage of this bill is sufficient evidence that the committee 
is satisfied with its knowledge of the social, political, economic, and 
international effects of nuclear power. ‘The wording of this section 
also appears to imply that additional legislation may be necesssary 
before the granting of the first license. 

One application of nuclear power that may be pursued by industry 
this year if the act is changed as proposed in this session of Congress 
is the construction and sale of “package” nuclear powerplants for loca- 
tion in high-cost power areas. In at least this application, it would 
appear to me that enough information is available today on the impli- 
cations of this application so that a special report to Congress would 
not be necessary. 

I fully appreciate the fact that there may be types of applications 
of atomic energy or special material that cannot now be anticipated 
so that the protection given by section 102 may be warranted. For 
example, I don’t believe anyone could be certain today of the accuracy 
of a forecast of the possible implications of peacetime use of thermo- 
nuclear reactions. Senator Hickenlooper pointed the other day to 
the possibility of such application. 

Senator Hickentoorer. Mr. Chairman, with regard to this last, as 
to my statement: The only statement I made about it is that I said 
it was not without the realm of possibility to say that someday they 
might have something of that kind. 

Mr. Luntz. I was not saying that you made any positive statement 
that there would be. 

Senator Hickren oorer. I also said that it was possible that someday 
airplanes might fly around the world on nuclear power without hav- 
ing to land to refuel. They might even fly farther. I don’t know. 

Mr. Luntz. I merely wanted to make the point that there is thought 
about this possibility, and I don’t believe anyone today could predict 
the implications of such a development if it came about. 

Senator HickeN.oorer. I agree with you. 

Mr. Luntz. Perhaps one way to get around the limitation imposed 
by section 102 is to exclude from its requirements stationary nuclear 
powerplants. 

Representative Hotrrrmip. Mr. Chairman, before we take that up, 
let us return to this report to Congress dealt with in the previous 2 or 3 
paragraphs of the witness’ statement. 

Section 7b of the McMahon Act provided that whenever in its 
opinion any industrial, commercial, or other nonmilitary use of fis- 
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sionable material or atomic energy has been sufficiently developed to 
be of practical value, the Commission shall prepare a report to the 
President stating atl the facts with respect to such use; the Commis- 
sion’s estimate of the social, political, economic, and international 
effects of such use; and the Commission’s recommendations for neces- 
sary desirable supplemental legislation. 

That is the essential part of that section. 

Now, the very example that you give here is exactly what Congress 
had in mi ind, th: it if we are going to usher in a co mp sle te ly new source 
of power, it is bound to have a social and economic impact. 

Let us assume, and this is merely an nanan that a third of the 
present coal-burning plants would be displaced by this. Or let us 
assume that a third of the number of coal-burning plants which would 
be built in the future would not be built to use coal but would be built 
to use thermonuclear transformation devices. Then it is very evident 
that it would have an economic impact upon the coal-producing and 
coal-mining regions, including the laborers therein. It would cer- 
tainly have a social impact on great areas of our country which now 
have tremer 1dous coal deposits, because they might not be explored 
or expolited or deve ‘loped. And so the very thing that you point out 
here was envisaged by the drafters of the original act, so that we 
would get this type of a report from the Atomic Energy Commis- 
sion—and I point out, sir, that no report has been given to us, and 
yet we are moving into the field of practical value, both in the sub- 
marine and in the projected central] powerp! ant stations which we 
envisage within a certain number of years, a very few years. And 
so either the report should be given to the Congress, or the Congress 
should know. 

And I tell you for your information that this committee does not 
know the social and economic impact of this new art. 

Chairman Corr. May I ask the gentleman what reason he has to 
believe that the administration has knowledge of the social impact of 
this proposal ¢ 

Representative Horirtetp. I am pointing out a clear provision in 
the law that they should, before opening up this field for industrial 
application, give us a report. That is one of their obligations. And 
yet there is an attempt to open up this field in this act, apparently, 
without giving that report which they have been asked to give prior 
to the asking for supplemental legislation. 

Mr. Luntz. May I say, Mr. Holifield, that I agree with you on the 
fact that the bill should have some form of protection for a develop- 
ment, the implications of which are unknown today. And as I 
make mention in my statement of something such as the use of thermo- 
nuclear reactors for peacetime purposes, it might in fact happen that 
such reactions, if developed to the point of practicality would have 
a revolutionary effect on our economy, and there should be some such 
protection. 

Representative Horirrecp. But you are asking that the stationary 
nuclear powerplants be excluded from that limitation. 

Mr. Luntz. Well, I would recommend t he exclusion of stationary 
nuclear powerplants using fissionable fuels. i 

Representative Horirterp. That is what we are talking about. You 
would advocate that that impact upon our economy be completely dis- 
regarded in the making of any reports. 
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Mr. Lunz. I don’t believe it should be completely disregarded. 
Representative Horirietp. That is what you advocated in your 
statement. 

Mr. Luntz. No, I don’t. I have assumed firstly that—— 
Representative Hotirretp. Let me call your attention to your words: 
“Perhaps one way to get around the limitation imposed by section 

102 is to exclude from its requirements stationary nuclear power- 
plants.” 

Now, we turn to section 102, and we see that the report to Congress 
includes manufacture, production, transportation, special material 
for atomic energy within the United States, and a few other peace- 
time applications. 

Mr. Luntz. May I say, Mr. Holifield, that if in fact it is the inter- 
pretation of this committee that a report satisfactory to the committee 
must be presented by the AEC before any considerations of revision 
of the legislation are gone into, then that certainly is the right of the 
committee to make that requirement. However, I am going on the 
assumption that since in fact considerable time has been spent in 
the drafting of this bill, and since, in fact, these hearings are being 
held on specific legislation—I have assumed that the committee has 
been satisfied on that particular point. And my wording on getting 
around the limitation is not meant for the purpose of circumventing 
the requirements of the present act. I am talking about the future 
legislation. I don’t believe that the present act should be circum- 
vented. But I don’t believe I can determine whether or not it has 
been circumvented. 

Chairman Cote. Mr. Luntz, on that question of the 7 (b) report, in 
view of your long association with the subject of atomic energy, 
down at Oak Ridge, and your editorship of the magazine, Nucleonics, 
you are placed in a position of competence greater than most people. 
Let me ask you if it is your opinion that the industrial or commercial 
use of atomic energy has been sufficiently developed to be of practical 
value at the present time. 

Mr. Luntz. Mr. Cole, the answer to that question, of course, hinges 
on the key word “practical.” I will say that I will have to give a 

“ves and no” answer to that question. 

Chairman Cotr. Has it been proven to be practical to date ? 

Mr. Luntz. Yes; in one specific application it has. 

Chairman Corr. Where? 

Mr. Luntz. In package nuclear powerplants. I believe it has 
been shown that there are certain parts of the world where the cost 
of power by conventional means is in fact so high that a small nuclear 
powerplant could very successfully compete with such plants. 

Chairman Corr. Then it is practical 1f you determine where it is to 
be used ? 

Mr. Luntz. That is right. 

Chairman Corr. Would you use that same yardstick to practicality 
for its use here in the United States? 

Mr. Lunrz. I wouldn’t generalize on it, and I would say that if 
“practical” means competitive with existing sources of power at the 
point of application—— 

Chairman Corr. What else can it mean? 

— Luntz. I will go on that assumption, that it could be nothing 
eise. 
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But on that assumption, my answer is that as far as large scale 
plants are concerned, there has been found no place in this country 
where nuclear power could be competitive. 

May I also say that one interpretation of “practical” could be that 
it is technically possible to produce nuclear power. 

Chairman Corr. Tec ‘hnically possible. Well, that is a big differ- 
ence. 

You see, Mr. Holifield argues—he can speak for himself much better 
than I, but as I analyze his position, he feels that the Commission has 
been derelict in its duty by seeking a change in the act to make possible 
the licensing of industries to use fissionable material for atomic energy 
purposes; derelict because it has not complied with the requirements 
of section 102, which says that whenever in the opinion of the Com- 
mission, industrial use of atomic energy has been sufficiently devel- 
oped to be of practical value, it then must submit to the President 
and in turn to the Congress a report on the social, political, and indus- 
trial impact. 

Well, in being critical of the position as of now of the Commission, 
its failure to report, Mr. Holifield is nee that the industrial use 
of atomic energy has arrived as practical and, therefore, must neces- 
sarily have some kind of an impact on our economy. It is the position 
* the Commission, which I frankly share, that we have not yet 

‘reached that point, and the Commission is trying to adjust the law 
so as to explore the ground and expedite the time when we can arrive 
to a practical use of atomic energy. 

Mr. Lunrz. I agree with you, sir. 

Representative Hortrretp. Mr. Luntz, do you believe that the use 
of nuclear power in the Nautilus submarine is of practical value? 

Mr. Lunrz. I do, sir. 

Representative Hottrretp. Do you believe that the B. t. u.’s which 
will be produced by the reactor, the Westinghouse PWR reactor, and 
sold to the Duquesne Light & Power Co. at conventional price, are 
of practical value to the Duquesne Light & Power Co. ? 

Mr. Lunrz. It depends on your definition of “practical.” 

Representative Horirieitp. They will use those B. t. u.’s, will they 
not, to turn a turbine and make kilowatt-hours? 

Mr. Luntz. They will do that. That is correct. 

Representative Hotirretp. Then for all essential purposes it is just 
as practical as a B. t. u. produced by coal and oil, is it not? 

Mr. Lunvz. In that sense it is. 

Representative Hottrrmetp. We are not talking about “economic _ 
This is a new concept. We are talking about the nach in the ac 
when it becomes of “practical value.” We are interpreting it as it is 
interpreted in the present act, which is now the law. And if you 
answered that the production, or the commercial application, in the 
case of the B. t. u.’s sold to the Duquesne Light & Power Co., is of 
practical value to them, and if you testified that the Nautilus sub- 
marine is obtaining something of practical value in the defense of our 
Nation, and if you testify that package powerplants are now of prac- 
tical value in some areas of the world where costs of production of 
electrical energy are high, then I submit that for all practical pur- 
poses we have established the fact that there is practical value to the 
production of power by nuclear fission. 
































































































































48 









Mr. 


velopme! 
sufficient 


Now, | 


items in question has been proven, 


Lunvtz. 
the past several months 
nouncements by major companies. 

it calls 
a coded sional. 
the development of a solar 


AMEND 





May 


it of wha 
to send 


hh both 





I 


these 


say 


ATOMIC 


this, 
I don’t 


lustances, 


Mr. 





Holifield: 


ENERGY ACT OF 1946 


There have been 





over 


recall the exact period—severa| an- 


an atomic battery. 


Another 


but 


feasibility 
I don’t believe that you 


ot 


One company announced the de- 
It produces electricity 
company has announced 
battery, operated by means of the sun. 

the technical 


the two 


could 


say the at either one of these was practical in the sense that they would 


in 


using different principles of operation. 


Repres 
pursuing 


that I de 


entat 
Mr 


ive PRICE. 
Holifield’s point. 


) not think the Commission has complied with the law 


to that report required under 7 


of it was 


to he a 


a 
which 


(b). 


I think 


is 


very 


well 


ny way affect the industries that now produce similar equipment 


Mr. Chairman, I would like to point ont in 


taken, 


as 


One of the primary purposes 


justification for changes in the existing law. 


We are voiIng into this revision without the benefit of that report 


from the 
I tl 


is specific 


it Says, 


“and 


Comm 
unk Mr. 
when it 
the 


ission. 
Holifield’s . is well taken, and the law 
states 


one of 


Commission’s 


the 


desirable supplemental legislation,” 


package. 


purposes 


It is all 


for 


tied up 


of this report, 
recommendation necessary 


in 


it self 
when 
or 
the one 


Senator Hickentoorer. Mr. Chairman, I suggest we are probably 


arguing 
swim,” 


in a field 


and I think it 


“don’t 
is pretty 


v0 


near 


the water 
well agreed | 


until 
ever yone I 


vou 


learn to 
k now of, 


that atomic power today is not practical fron the standpoint of 


competitive operation, 
many pl: ices in the world. 


for 


instance, 


of opening this up is to give private initiative 
genius to see what it can do by 
down into a field of possible competitive use. 


don’t know of what the Commission could report today 


within this country and a 
And it would seem to me 


oreat 


that the idea 


a chance to use its 
way of cutting costs and getting it 


; except 


that it is in an experimental phase, and the cost of producing power 


from atomic fission today in economic competition is just nil. 
are possibilities that they 


envision, 


which 


There 


might or might not work, 


but when power costs several times per kilowatt-hour what conven- 
tional or fossil fuels or other things of that kind can produce, I don’t 


think we 


are 


at the point yet where anybody can estimate with any 
degree of accuracy what the impact on our economy will be. 


If we begin to get down to the point where people are going into 
it from a commercial standpoint, then it is high time for evaluations. 


Chairm 


adjourns. 


an Coe. 


discussion, 


Will you proceed, Mr. Luntz? 
I think I should remind the committee as well as yourself: 
want to foreclose any 


TI don’t 


but we should be mindful of the 
fact that we have another witness to hear before the morning session 


Mr. Lunvz. I heartily concur with the provisions in sections 53, 
101, 103, 123, 144, that make it possible for an American company 
to sell reactors to foreign nations with such sales approved under 


the provisions of the act. 


I believe that this is one very positive 


and substantial way that this Nation can demonstrate to the world 


its willingness to share the peaceful fruits of atomic energy. 
concerned, however, with what appears to be a very cumbersome pro- 


I am 








AMEND ATOMIC ENERGY ACT OF 1946 49 





cedure whereby such transactions must be approved. Since the AEC 
seems to be the only one permitted under section 123 to transmit 
classified data to a foreign nation, an American firm would always 
have to work through the AEC as an intermediary. It would seem 
desirable to permit direct dealings under approved circumstances. 
Perhaps, in addition, it would be worthwhile bringing the various 
provisions related to this activity together in one section and state 
them in a positive manner. 

Representative Horirrecp. You understand, of course, Mr. Luntz, 
that you are advocating that industrial concerns in this country be 
allowed to export enough material to make atomic weapons. Because 
in order to run a reactor in a foreign country, you do have to export 
that quantity of material which could be used in atomic weapons. 
And you are advocating that they be allowed to do that without 
any control by the AEC over the exporting, when you make this 
proposition ? 

Mr. Luntz. I don’t believe I have said that, Mr. Holifield. My 
feeling is, firstly, on the question of exchange of information of the 
type provided for in section 144, that once an American firm has 
been licensed to build a nuclear powerplant, has been approved and 
cleared by the Commission, and once a foreign nation has been ap- 
proved by the Commission, with whatever additional consent is neces- 

sary, under the provisions of section 123, thereafter, it should be made 
possible for the particular company in question to deal directly with 
the foreign nation at least insofar as the exchange of information is 
concerned ; this exchange being under the control of the Commission, 
information of a type that has been approved by the Commission. 

On the question of fuel, there are some countries that might be in 
terested in buying the services of an American company that have 
now in fact their own sources of supply. In particular, if the reactor 
in question were to use natural uranium, there are a number of coun- 
tries that do have it and don’t require gaseous diffusion plants or 
plutonium production plants, so that this particular point might not 
arise. But where a situation does arise where the Commission agrees 
that a particular nation is approved to receive nuclear fuel, then I 
believe that the Commission should directly and completely control 
the transfer of that fuel. 

Representative Hoxtrretp. Thank you. 

Mr. Luntz. Chapter 183 on control of information contains some 
very important and highly desirable proposed changes. I refer 
spec ifically to sections 142f, 144, 145b, and 145c 

Section 142f will make it possible, I believe, for many more peo 
ple in industry to have access to relatively nonsensitive data important, 
for example, to the development of the nuclear power field. 

Section 145b will prevent the AEC from withholding information 
that is not restricted data. Perhaps in line with my earlier comments 
on section 3b, this would be the place for a positive statement to be 
inserted authorizing and encouraging the ABC to carry out a pro- 
gram of declassification and the dissemination of information that 
is not classified. 

Section 145c is important, not because of its particular wording, 
but because of the intent implied. To date, the burden of respon- 
sibility has been on those who seek declassification of information. It 
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is much easier to classify something or to keep something classified 
than it is to declassify it. As this section proposes, the burden of 
responsibility would be shifted to those who desire to keep particular 
information classified. I would also like to say that this section would 
give positive recognition to the fact that many other nations of the 
world are moving rapidly ahead in the field of reactor technology, 
and our declassification must keep pace with this progress. At the 
least, I would like to see the requirement stated in 145c¢ applied to 
nonweapons restricted data, that is— 

data concerning * * * the production of special material, or the use of special 
material in the production of power. 

Without going into detail, I would like to go on record as favoring 
the provisions of section 151 on patents and section 188 on the review 
board procedure. 

As an editor working in a field that is already heavily covered by 
secrecy, I am rather disturbed by sections 223d and 223e. ‘Section 223d 
states that any employees of the Government or a Government con- 
tractor, whe ther he be cleared or not, who innocently or otherwise 
passes restricted data on to a noncleared person is liable to a fine of 
up to $2,500. 

Section 223e states that any person, regardless of whether he has 
clearance under the provisions of the Atomic Energy Act, who re- 
ceives information that he “has reason to believe * * * is restricted 
data” and passes this information on to a noncleared person is also 
liable to a fine of up to $2,500. 

Both of these sections are new and have been proposed as amend- 
ments to the existing legislation. The present law does not, I believe, 
permit punishment for disclosure of classified information unless it 
can be shown that willful intent to injure this Nation or to assist 
some foreign nation exists. If this is shown, the punishment is se- 
vere—the death penalty or life imprisonment is possible under cer- 
tain circumstances. 

I fully believe that strong deterrents are necessary to forestall will- 
ful intent to hurt this Nation by unwarranted disclosure of classified 
information. The Atomic Energy Commission record of protecting 
classified data has been excellent since it took over in 1947. 

However, I also firmly believe that every effort should be made by 
Congress and the AEC to implement this statement of policy contained 
in the Atomic Energy Act: 

The dissemination of scientific and technical information relating to atomic 
energy should be permitted and encouraged so as to provide that free inter- 
change of ideas and criticism which is essential to scientific progress. 

I believe that the effect of sections 223d and 223e will be to inhibit 
rather than foster the desired dissemination of information. They 
will tend to make scientists and publishers overconservative in dis- 
charging their obligation to provide that free interchange. 

The proposals to -amend the act also contain a section—142f—that 
would create differing degrees of sensitivity of restricted data. Thus, 
the most sensitive data, ss ay on weapon designs, would require the most 
intensive investigation of someone who had to have access to such data. 
On the other hand, access to relatively nonsensitive data would re- 
quire minimum clearance. It is felt, I believe, that public disclosure 
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of data in the so-called gray area of classification actually would not be 
unduly harmful to the Nation. 

I would like to read here a brief statement from the President’s 
message on the atomic energy legislation. He stated, with respect to 
this gray area category: 

While such private participants will require access to restricted data on reactor 
technology, full investigations of all their employees who will have such access 
are not warranted, because much of the data involved will not have significant 
security importance. 

Knowing how many scientists and engineers in the atomic energy 
program bend over backward today in the discussion of their tech- 
nical activities, I believe that the existence of sections 223d and 223¢ 
in the law would create a very unhealthy atmosphere along the fol- 
lowing lines: ; 

1. Employees of AEC contractors would curtail their participation 
in scientific society meetings. The procedure for a man from an AEC 
installation who wants to present a technical paper at a meeting is to 
have the paper cleared by the appropriate officials at his laboratory. 
However, after the man then delivers his talk, he’s completely on his 
own responsibility in engaging in any discussion of his paper. 

Let’s assume that the declassified paper delivered was in a relatively 
nonsensitive, but classified, field of work. Let’s also assume that 
sections 223d and 223e are the law of the land. I then believe that in 
trying to avoid saying anything that he suspects might come remotely 
close to being classified, the speaker would be very likely to refrain 
from talking even about things that are not classified because he is 
not at all certain of what is and what is not classified. This kind of 
thing already happens to a certain extent today. 

2. As far as publishers are concerned, we on Nucleonics have never 
had any problem regarding the classification of material we planned to 
publish. Articles that come to us from AEC labs are cleared through 
routine channels. Anything that we write on our own is publishable 
because we have no clearance and are not obligated nor permitted to 
know what is classified. 

Chairman Corr. What do you mean, you are not permitted to know 
what was classified? If I wanted to tell you something that was 
classified, you wouldn’t let me tell you? 

Mr. Luntz. There is much data where if you told me the fact that 
that particular data were classified, you would be thereby giving me 
unauthorized access to classified information. , 

Chairman Corr. I am trving to get at what you mean, when you say 
you are not permitted to determine what sort of i1 formation is clas- 
sified. Is that what you mean? What do you mean? You are not 
permitted to hear or receive classified data? 

Mr. Luntz. Oh, no. The employees of the Commission or its con 
tractors. ‘Those who are cleared for access to classified information 
cannot in many cases even reveal the fact that a certain bit of infor- 
mation is classified. 

Chairman Corr. “Anything that we write on our own is publishable 
because we have no clearance and are not obligated nor permitted to 
know what is classified,” you say. 

I am trying to find out what vou mean when you say you are not 
permitted to know what is classified. 
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Mr. Lunrz. May I give you an example on that? 

Chairman Cote. Just tell me. It is very easy. Do you mean that 
you are not allowed to hear information which is classified, and there- 
fore not allowed to know it? 

Mr. Lunrz. We are legally not permitted to be told it by someone 
who has the information. Perhaps I have chosen poor wording. 

Chairman ee gE. The words can be used two ways, and I was trying 
te find out which way you are using it. 

Mr. Luntz. I am sorry for the lack of clarity of the wording. I 
don’t mean if someone told me information that was classified, I 
wouldn’t be permitted to hear it, that I would close my ears off. What 
I mean is that if an employee of an AEC installation had in his pos- 
session knowledge of the fact that a certain type of method of fabri- 
cating a shield for a reactor were classified, he might not even be able 
to tell me that that information was classified, because the mere refer 
ence to that would be divulging classified information. That is what 
I am trying to get at. 

Representative Hotiriep. But if you found out that information 
from a completely exterior source, to the Atomic Energy Commission, 
if some professor were to come to you and say, “I believe a shield 
could be made in this way,” who is also not on the atomic energy staff 
or any other classified project, and if-you printed that in the Nucle- 
onics magazine, you feel that you might unintentionally come under 
the provisions of the $2,500 fine sections ? 

Mr. Luntz. Exactly so. And I would like to spell this out further. 
The balance of my statement is on these two sections. 

The same applies to any material that we receive from nonstaff 
members who are also not cleared. I believe this would apply to 
papers we receive from scientists in foreign nations that have no classi- 
fication agreement with the United States. 

Under the proposed amendments we and others of the press would 
be left at sea as to what we could publish. The responsibility that 
is now on AEC would partially be shifted to the press, without our 
being able to carry out this responsibility because of our lack of 
knowledge of what is classified and what isn’t. 

Now, 1 would like to assume a case where we published some infor- 
mation that the AEC felt we had “reason to believe” was classified. 
Although they might have considerable difficulty proving the concept 
of “reason to believe”—in fact, I feel it would be almost impossible 
to enforce this—they could, at least, prosecute us. If this were to 
happen, even if no cause for action was found, it would still be quite 
embarrassing and damaging to us in subsequent relations with the 
AEC and its contractors—and they are essentially the sole source of 
information in this field. 

Mr. Chairman, I am now going to read a paragraph that is not 
in my statement, followed by the paragraph in my statement, and then 
another new paragraph. 

A more specific example of something that might happen to the 
press is this: Suppose we asked the AEC about the possibility of our 
getting an article on something like the fabrication of fuel elements 
for reactors. And suppose that we were advised that this is a classi- 
fied area—I do not in fact know whether this is so—and that we could 
not obtain an article from AEC on this particular subject. 
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Then, suppose that shortly thereafter we received an unsolicited ar- 
ticle from a foreign nation on this very subject. 

Let’s assume that this nation has no declassification agreement with 
the United States, and let’s make the further assumption that the 
United States has not yet declassified data of the type contained in this 
article—I think it quite possible that there may be a lag in our de- 
classification effort. 

Because we might have reason to believe that the article contained 
restricted data, my question would then be: What is our fate if we 
were to publish this article ? 

I believe that the primary accomplishment of sections 223d and 
223e would be to create an atmosphere of intimidation and harass- 
ment. ‘The relatively low fine of $2,500 implies to me that much more 
than this may not have been intended. 

Coverage of the atomic energy field by the nonspecialist technical 
and nontechnical press has to date been inadequate, In my opinion— 
inadequate from the point of view of providing the technical and non- 
technical public with information they need for their guidance, and, 
what may be more important, information they need to provide intel- 
ligent and constructive criticism of the Government program. 

One of the reasons for the poor coverage of this field by the press, 
and I have observed this repeatedly, is the prevalent feeling that this 
whole thing is too secret and the effort to develop a story just isn’t 
worth it. One effect of the new amendments might be to reduce what 
little coverage there is. 

Now, I am no believer in coddling the press, but I do believe very 
strongly that the proper atmosphere must exist to foster press coverage. 

I do not believe that what it may be intended to accomplish by these 
two sections can be achieved by legislation. I am in full accord with 
the feeling that unauthorized and unwarranted disclosure of classified 
information is undesirable. One means of preventing such disclosure 
may be by spelling out quite clearly just what is classified and what 
isn’t. This would undoubtedly facilitate dissemination of informa- 
tion and cause many to realize that things they thought they couldn’t 
talk about actually could be discussed. AEC has at various times 
pointed out that their classification rules are changed rather quietly 
and that the new rules or interpretations are circulated to the various 
reviewers and laboratory directors around the project. It usually 
takes quite a bit of time for the changes to filter down through the 

ranks. I believe that the primary purpose of 223d and 223e is to 
prevent knowing disclosure of restricted data but without willful 
intent being present. 

It appears, as pointed out before, that punishment under 223a is 
not possible because of this lack of willful intent. 

However, the definition of restricted data states that the publica- 
tion of restricted data will adversely affect the common defense and 
security. Thus, anyone who knowingly discloses restricted data 
presumably also knows that this disclosure will be harmful to the 
United States. 

But, on the assumption that this is not punishable at present and on 
the assumption that disclosure without willful intent may be just 
as harmful to this Nation as disclosure with willful intent, the mn why 
would it not be desirable to take care of such a crime under 223a with 
similar punishment ? 
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If it is still considered desirable to call innocent disclosure of re- 
stricted data a crime and to punish for it, isn’t it therefore quite 
feasible to fire a man from his job for just such an act ? 

In: conclusion, I want to restate my feeling that, in the main, if the 
bill is passed in its present form the basis for the creation of a vigorous 
atomic energy industry will be established. 

Thank you very much for your kind attention. 

Chairman Core. Thank you, Mr. Luntz. 

You have made a very fine statement and given some constructive 
and helpful criticisms. 

I assume the members of the committee have no further questions 
of you, since they have interrogated rather generously during the 
course of your sté itement. 

Representative Houirietp. Iam sorry, Mr. Chairman, but I do have. 

I have some additional questions, just a very few, if I may be allowed 
to proceed. 

Chairman Core. Go right ahead. 

Representative Hoirretp. Did you send around with your ques- 
tionnaire an analysis of the bill? 

Mr. Luntz. No, sir, we didn’t. 

Representative Horrrietp. Do you think, then, that the people who 
answered your questionnaire knew what the bill contained? In view 
of the fact that you said, at the bottom of page 5: 

I have not had the opportunity of studying and discussing all sections 

thoroughly * * and because I lack the necessary background to comment in 
detail on certain of the sections— 
In view of the fact that you have lack of knowledge, even though you 
are semiprofessional, certainly, in this subject, and you have e xpressed 
your lack of understanding of the bill and many of its sections, and 
your inability to comment on it, how much do you think the answer- 
ing of the questionnaires by people who have even less information 
than you have on the subjec t, is worth to this committee, as far as their 
approval of the bill is concerned ? 

Mr. Luntz. First, let me say, Mr. Holifield, that the questions were 
drawn up in what I believe is a rather objective fashion. We tried 
to ask questions on points on which there had been previous 
controversy. 

I also want to make it quite clear that, as stated in my prepared 
remarks and as stated at the bottom of the questionnaire, this poll was 
conducted with the technical assistance of the Atomic Industrial 
Forum; so that, in the preparation of this questionnaire, we consulted 
many people, and I would say that we consulted some very expert 
people. 

Representative Hoxirrevp. I am not criticizing the questionnaire. I 
am expressing my doubt as to the ability of those who answered the 
questionnaire and who gave you percentages of approval, such as 85 
percent or 55 percent; and I am suggesting that those people’s ap- 
proval was based on a lack of knowledge. And the reason I say that 
is that we have been studying for many weeks on this bill and some 
of us lack knowledge. I lack “knowledge personally on many sections 
of the bill. : 

And therefore I don’t see how their approval of the bill can be 
worth much, if it is based on lack of information as to what the bill 
does contain. 
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Mr. Lunrz. May I say this: I believe that the people who responded 
to this questionnaire have as much knowledge as any or perhaps all 
of the people who will appear in public testimony this week and 
who appeared last summer. There may be some who may be deficient 
in their knowledge. I will not vouch for each of the persons who 
responded to the questionnaire. But if the committee feels that it will 
gain anything from public testimony by anyone, then I would place 
the respondents to this questionnaire in that same category. 

The people who responded to the questionnaire are in no different a 
status by and large than the witnesses that will appear before your 
committee. 

Senator HickENLooprer. You sent everyone a copy of the bill at the 
time they received the questionnaire ? 

Mr. Luntz. That is right. 

Senator HickENLooper. So that they received the copy of the bill at 
the time they received the questionnaire ? 

Mr. Lunrz. That is right. And I will say that some of the most 
responsible people in American industry responded to this question- 
naire and personally signed their names to this questionnaire. 

Representative Pricr. They were contractors, weren’t they ? 

Mr. Lunrz, Not necessarily. 

Representative Pricer. I would like to point out in connection with 
what Mr. Holifield is getting at that even the Atomic Energy Commis- 
sion itself said it didn’t have sufficient time to analyze all phases of 
this legislation. 

Mr. Lunrz. I will say that many of the people who responded are 
people who have studied this right from the start. 

Representative Price. Not this bill, because this bill has only been 
in print for about 3 weeks. 

Mr. Luntz. Well, many of the issues that are raised were developed 
during the hearings of this committee last summer. And I suspect 
that many of the people studied the testimony given at those hearings 
rather thoroughly and were to a certain extent prepared with this 
background when the present bill came along. 

Chairman Core. Thank you, Mr. Luntz. 

Mr. Luntz. Thank you, Mr. Chairman. 

(The following letter and survey results are hereby made a part of 
the printed record :) 

NUCLEONICS, 
New York 36, N. Y., May 27, 1954. 
Hon. W. STERLING COLE, 
Chairman, Joint Committee on Atomic Pnergy, 
United States Senate, Washington 25, D. C. 

Dear Mr. Core: You may recall that, in my testimony before the Joint Com- 
mittee on Atomic Energy, I presented the results of a survey that we conducted 
on reaction to the proposed legislation. At that time (May 10) we had received a 
return on the questionnaire of 15 percent; as of May 21, the returns have jumped 
to 20 percent. Since I believe this increase in response adds to the significance 
of this survey, I would like to request that the results as of May 21 be appended 
to my testimony in your final report. 

T am enclosing herewith a copy of our questionnaire containing the revised 
totals. Perhaps a footnote referring to this additional material should be 
inserted at the point where I first refer to the survey. 

Thank you very much for any consideration you give to this additional 
information. 

Sincerely yours, 
JEROME D. Luntz, Editor. 














































































































































































































































































2. If you answered “Yes” to question 1, 
do so (71 returned out of 351 equals 20 percent). 
3. If 
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NUCLEONICS PoLL ON CoLe-HICKENLOOPER BILL ’* 


QUESTION NAIRE 


. Do you believe the Atomic Energy Act should be revised as proposed by the 


Xole-Hickenlooper bill (copy attached) insofar as the bill relates to industrial 


participation in atomic energy? 


Yes, 30. No, - . Inpart, 39. No opinion, 2. 
and you would care to say why, please 


you answered “No” to question 1, please check one of the following: 
(a) I would not like to see the law changed at all. 
(b) I would like to see the law changed, but not now. 
(c) The proposed bill goes too far. 
(d) The proposed bill does not go far enough. 


4. If you would care to say why you checked one of the above, please do so here: 


5. If you answered “In part” to question 1, please check whether you like or dis- 
like the following specific provisions affecting industrial participation : 


(a) Authorization for the AEC to conduct research for others and charge 
fair prices for it (ch. 4, see. 33, p. 10). Like, 42 (61 percent). 
Dislike, 21 (30 percent) ; 6 (9 percent). 

(b) Authorization for the AEC to license private persons to own reactors 
and other facilities which produce or utilize nuclear fuels (ch. 5, 
sec, 42a, p. 11). Like, 66 (96 percent). Dislike, 1 (1 percent) ; 
2 (3 percent). 

(c) Authorization for the AEC to lease (but not to sell) nuclear fuels to 
private persons for industrial use, title to such fuels to be retained 
by the Government (ch. 6, secs. 52-54, p. 13). Like, 47 (68 per- 
cent). Dislike, 15 (22 percent) ; 7 (10 percent). 

(d) Authorization for tic AEC to determine the prices to be charged for 
the use cf nuclear fuels and to determine the just compensation to 

be paid for nuclear fuels produced by licensees (ch. 10, sec. 107, p. 

22). Like, 45 (65 percent). Dislike, 19 (28 percent); 5 (7 per- 

cent). 

(e) Placing of all atomie energy patents (other than for weapons appli- 
cation) under the normal patent system (ch. 14, p. 19). Like, 58 

(84 percent). Dislike, 6 (9 percent) ;5 (7 percent). 

(f) Requirement that the AEC license all individuals who are operators 
of reactors and other facilities utilizing or producing nuclear fuels 
(ch, 10, sec. 108, p. 22). Like, 59 (86 percent). Dislike, 3 (4 per- 
cent); 7 (10 percent). 

(7) Elimination of the existing provision which reserves for the use of 
the Government all uranium and other source materials contained 
in deposits on public lands (ch. 6, sec. 66, p. 16). Like, 44 (65 
percent). Dislike, 16 (23 percent) ; 9 (13 percent). 

(h) Authorization for the AEC to establish different grades of personnel 
clearance for access to corresponding grades of restricted data (ch. 
13, sec. 142f, p. 27). Like, 60 (87 percent). Dislike, 5 (7 percent) ; 
4 (6 percent). 

(i) Authorization for the AEC (but not its contractors or licensees) to 
communicate restricted data on peaceful industrial applications to 
other nations if such communication does not constitute an un 
reasonable risk to national security (ch. 11, see. 123, p. 24; ch. 18, 

sec. 144, p. 27). Like, 50 (73 percent). Dislike, 14 (20 percent) ; 
5 (7 percent). 

(j) Automatic declassification of restricted data after a 3-year period un- 
less a specific finding is made that the information should be re- 
tained in a classified status (ch. 13, sec. 145, p. 28). Like, 54 (78 
percent). Dislike, 9 (13 percent) ; 6 (9 percent). 


6. If you would care to say why you like or dislike any of the above, please do 
so here: 





1 This poll being conducted with the technical assistance of the Atomic Industrial Forum. 
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This questionnaire necessarily has not been all-inclusive. If there are any 
other comments you might wish to make about the proposed bill as it affects 
industrial participation, please do so here: 


Is your company or institution involved in (@) mi ning, 3 '(b) ore processing, 
0: (c) fissionable material production, 1; (d@) weapons production, 4; (¢) 
isotope processing, 4; (f) isotope utilization, 17; (g) instrument manufac- 
ture, 9; (h) research and development, 29; (i) reactors-for-power studies 
under an agreement with AEC, 13: (j) design or construction of AEC fa 
cilities, 17; (k) some other atomic energy activity, 16? If the last-named, 

_ please specify : 

(Optional) Your name, address, and company affiliation: 


Chairman Coie. The next witness is Mr. Stason, dean of the Mich- 
igan Law School, who appears today in behalf of the American Bar 
Association. Dean Stason is a member of a veaaaiaed created by the 
American Bar Association for the explicit purpose of studying the 
atomic energy law and suggeste d revisions to it. 

Dean Stason, we we lcome you here today. We are happy to hear 
any statement you may have. 


STATEMENT OF E. BLYTHE STASON, DEAN, UNIVERSITY OF MICHI- 
GAN LAW SCHOOL, APPEARING ON BEHALF OF THE AMERICAN 
BAR ASSOCIATION SPECIAL COMMITTEE ON ATOMIC ENERGY 


1 
} 


Mr. Srason. Mr. Chairman and members of the committee, as tl 
chairman has said, I am ap pearing as chairman of the special com- 


ie 


mittee on atomic energy of the American Bar Association. This 
committee was appointed by the associat on for the purpose of 
responding to a request from the joint committee for s suggt 
cerning amendments to the Atomic Energy Act of 1946. 

Iw ill give you the names of the members of the committee, by way 
of introduction. 

The committee consists of Gordon Dean, former Chairman of the 
AEC, Robert H. Gerdes, general counsel of the Pac hific Gas & Electric 
Co., William T. Gossett, general counsel of the Ford Motor Co., Paul 
M. McQuillen, a member of the firm of Sulliv: an & Cromwell of the 
New York bar, Caspar W. Ooms, a member of the Chicago bar, a 
patent lawyer, who is currently Chairman of the Patent Compe a 
tion Board of the Atomic Energy Commission, Edwin J. Putzell, J 
secretary of the Monsanto Chemical Co., and myself, as the chairman 
of the committee. 

After extensive consideration, including a 2-day conference 
Ann Arbor, Mich., on October 21 and 22 of 1953, the American Bar 
committee filed its report with the joint committee after receiving 
the approval of the board of cauaea of the American Bar Asso- 
ciation. 

In general, the committee expressed its belief that the time has now 
arrived for the adoption of a positive program for the more extensive 
development of atomic energy for peacetime purposes. 

It was recommended that such a program be undertaken without 
delay, subject, of course, to the prior needs of national security, pub- 
lic health, and safety. And it was further recommended that private 


Sstions con- 
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capital be encouraged to enter the field in order to expedite the devel- 
opment. 

The committee was convinced that if the normal forces of American 
free enterprise could be marshalled to take active part in the program 
alongside the existing activities of the Government, the combined 
efforts would afford the greatest possible impetus for the realization 
of the potential benefits from atomic energy. 

With these general objectives in mind, the American Bar Associa- 
tion committee set forth about 20 specific recommendations for 
amendments to the Atomic Energy Act of 1946. 

I have been authorized, on behalf of the board of directors of the 
association, to appear in these public hearings for the purpose of 
presenting the views set forth in that report. 

The Joint Congressional Committee on Atomic Energy, with the 
same general objective of promoting private participation specifically 
declared, is now engaged in considering a proposed . vision of the act, 
a measure which deserves favorable consideration by Congress, and 
which will stand as a major achievement in making nuclear forces 
available for the benefit of mankind. 

The revision, prepared with obvious thoroughness and skill, em- 
braces, among many others, most of the prince ipal points with respect 
to which the recommendations of the American Bar Association were 
offered. 

It is with the hope that this brief commentary upon these principal 
points will be of assistance to the joint committee that I undertake 
to present this statement. 

The points are as follows—I may say at there are eight points 
that I shall make, 1 of which is divided i t subdivisions: 

First. the American Bar Committee Jeuaeiiaail that the act be 
amended to permit private ownership by properly licensed persons 
of facilities for the production of fissionable material, and also to 
permit such persons to engage in the production and use of fission- 
able materials for private peacetime purposes. Otherwise essential 
types of nuclear electric power reactors, notably the breeder reactor, 
simply could not be built and used in private industry. Section 42 
of the proposed revised bill makes the necessary provisions to take 
care of these features. This is most essential. 

Second, the American Bar Committee also recommended that the 
licenses een by a private operator in order to authorize him to 
acquire f acilities for the produce tion of fissionable material and there- 
after to make use of the same, be given a greater degree of stability 
than that afforded by the present act. It was suggested that a specific 
provision be inserted to the effect that such licenses might be sus- 
pended or revoked only for willful violation of the act or for willful 
violation of regulations issued thereunder in protection of public 
health, safety, and security, and then only in accordance with the 
provisions of the Administrative Procedure Act concerning notice, 
hearing, and opportunity for compliance. 

The Administrative Procedure Act, as you know, contains suitable 
provi sions to protect in case of public emergency. 

It was believed that such provision would promote stability, en- 
courage investment, and facilitate financing at economical interest 
rates, and at the same time would be adequate in the protection of 
public interests. 
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However, in lieu of such restricted revocation power, the proposed 
revision of the act makes use of another stabilizing technique, a very 
interesting administrative device, an independent intradepartmental 
review board, with broad authority to review any action of the Com- 
mission in revocation or modification of a license. 

This unique statutory technique, applying as it does to all licenses 
and permits issued under the act, has much that can be said in its 
favor. Greater administrative control of licenses is undoubtedly af- 
forded, but at the same time, less assurance of continuity is given 
to the licensees. 

It remains to be seen whether or not large-scale investment can be 
attracted on such a basis, except when it can rely upon the credit of 
existing enterprises. 

Third, the American Bar Committee also recommended that the act 
be amended to permit private ownership, lease, use and sale of fission- 
able material, to be called special materials under the revision. It 
was felt that such private ownership, although it should always be 
subject to plenary control by the Government in the interest of na- 
tional security, health, and safety, would encourage private activity, 
facilitate private financing, and, in general, move in the direction of 
assimilating nuclear industry to the normal patterns of American 
industrial practices. 

In addition, our committee recommended that the Commission be 
given authority to sell or lease fissionable materials to licensed users, 
and also to purchase excess supplies that might be produced by pri- 
vate operators. At this point the proposed revision proceeds on a 
quite different theory, namely, one of complete Government owner- 
ship of all special materials. Instead of mere Commission authority 
to purchase special materials produced by private industry, it is re- 
quired to do so, paying just compensation therefor. In effect, then, 
in exchange for Government retention of title to all special materials, 
the revision affords private industry a subsidy by providing a ready 
Government market for the private output. 

A question of excessive stockpiling is presented, a difficulty that 
has doubtless received careful consideration by the joint committee. 

In addition, this different theory of ownership poses for private 
industry a question of continuity of fuel supply. Although the Com- 
mission is authorized to distribute special materials to licensees, there 
is no express authority to make a firm commitment as to duration. 

A question then arises as to the effect upon large-scale and expensive 
operations, for example, a nuclear power plant, if there is no firm 
assurance of continuity of fuel supply. Again, I assume that this 
difficulty has received consideration. 

Fourth, the American Bar committee also recommended, with re- 
spect to source materials that, in order to assure reasonable certainty 
of supply, and to encourage private investment, properly licensed 
persons should be granted the right to own, purchase, lease, use, and 
sell source materials without restriction, subject always to control and 
to priority claims of the Commission in the public interest. This 
would, in effect, establish a reasonably free market in the essential 
raw materials. However, the revision retains the controls of the 1946 
act and indeed tightens them somewhat by requiring licenses to trans- 
port such materials in interstate commerce. Apparently it is felt that 
the time has not yet arrived for a free market in source materials. 
48184—54—_5 
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Fifth, the American Bar committee also recommended that specific 
provision be included to authorize private industry to sell or other- 
wise dispose of radioactive byproducts of private operations, thus 
specific ally recognizing and authorizing a reasonably normal com- 
merce in such products, again subject, of course, to regulation in the 
interest of health, safety, and security. Section 71 of the revision 
authorizes licensees of the Commission to distribute byproduct ma- 
terial to licensed applicants. Presumably this is intended to include 
authority to sell or otherwise dispose of such materials although the 
language might be made a little more specific. 

Sixth, the American Bar committee also recommended several 
changes in connection with utilization licenses, under section 7 of 
the present act, other than the recommendation already mentioned 
concerning revocation of such licenses. 

The several points are these, and there are four: 

Reference was made to the provision of section 7 (c) of the present 
act requiring utilization licensees to agree to make available to the 
Commission technical information and data concerning their activi- 
ties “to encourage similar activities by as many licensees as possible” — 
in short, precluding so-called trade secrets in the field. It was sug- 
gested that, though the original purpose of the provisions was doubt- 
less to encour: ige activity in the field, the need no longer exists, and, 
therefore, to accord more nearly with traditional American policies 
in other fields, it was recommended that the provision be eliminated. 
The revised bill eliminates the provision and this seems desirable. 

Then again, reference was made to the phrase in section 7 (c) of 
the present act, reading: 
where activities under any license might serve to maintain or to foster the 
growth of monopoly, restraint of trade, unlawful competition, or other trade 
position inimical to the entry of other new freely competitive enterprise in 
the field 
the Commission is authorized to refuse the license. Question was 
raised by our committee concerning the words “other trade position 
inimical to the entry of other new freely competitive et in 
the field.” The antitrust laws should, of course, be applied to the 
nuclear as to all other industry, but the quoted phrase is in addition 
to the usual antitrust provisions, is ambiguous and uncertain as to 
content, and accordingly it was recommended that the phrase be 
stricken, leaving the other clauses, which suffice to establish the normal 
antitrust limitations. This change has been made in the revised bill, 
and it, too, seems desirable. 

Then again, it was recommended that section 7 (b) be deleted from 
the 1946 act. This section requires that reports be made to Congress 
before issuing utilization licenses. It was felt by the committee that 
vot withatanAha the desirability of such a provision in 1946, the in- 
tervening years have afforded a much more adequate understanding 
of the potentialities of atomic energy, and accordingly the procedural 
steps that would be required and the delays that would be occasioned 
by compliance with the section are no longer necessary. The proposed 
revision, however, retains the substance of section 7 (b), modified 
somewhat to reduce the number of circumstances requiring reporting 
to Congress, by reducing them to new types of industrial or com- 
mercial uses, instead of requiring reports for each such use. 
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And then finally, reference was made by the American Bar com- 
mittee, and it was suggested that there be consideration of the pro- 
vision of section 7 (d) of the present act referring to byproduct 
power, wherein it is prescribed that such byproduct power may be 
sold to public or private utilities under contracts providing for reason- 
able resale prices. In view of the fact that this does not cover the 

eneration and sale of power by privately owned utilities, such power 
Cones normally subject to State rate regulations, it was recommended 
that section 7 (d) be changed to make it clear that it was applicable 
only to power Seana ed in facilities owned by the United States, and 
further to assure that resale rates would be regulated by the appro- 
priate State and Federal authorities rather than under Commission 
contracts. These two points have been specifically covered and in- 
corporated into the revised act, and this, too, seems desirable. 

So much for utilization licenses under section 7 of the present act. 

Seventh, the American Bar committee, with respect to the control 
of information, expressed the hope that so far as concerns non- 
military information, the time might eventually arrive when all such 
information would be as freely exchanged as it is in other technical 
fields, subject, however, to the Commission’s authority to declare 
information to be restricted when found necessary for national 
security. 

The proposed revision of the act takes a most important step in 
this direction. With apparent appreciation of the advantages of free 
interchange and yet with commendable caution, the revision proposes 
in section 145 (c) that, after 3 years from its origination, restricted 
data shall be deemed unrestricted unless the Commission makes an 
affirmative finding to the effect that common defense and security 
require a continuation of the restricted classification. This pro- 
vision should go far toward stimulating research and technological 
development by promoting interchange of scientific and technical 
information helpful in developing peacetime applications of nuclear 
energy. 

And finally, eighth, the American Bar committee also gave con- 
sideration to the question of patent rights in the atomic energy field. 
It expressed the view that as soon as it can be done with fairness 
to all, the normal American patent practices should apply to inven- 
tions related to atomic energy. The committee did, however, indi- 

cate that in its view a period of transition would be helpful to permit 
a reasonably wide dissemination of the knowledge now accumulated 
in the field, mostly in connection with governmental contract programs. 
In order to prevent any possible unfair advantage being taken of 
technical understanding acquired by participation in such programs, 
a brief 5- or 6-year period of carefully restricted licensing by admin- 
istrative order was recommended to be substituted for the broad com- 
pulsory licensing provisions of the present section 11. 

According to the recommendation, the suggested limited and tem- 
porary licensing should be applicable only to the patentees who are 
guilty of patent practices clearly contrary to the _public interest. 

The likelihood of there being many such cases is not great, but the 
recommendation was made to preclude any possibility of unfair 
advantage. However, the proposed revised act, in effect, establishes 
normal patent practices immediately throughout the field excepting 
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as to inventions useful for atomic weapons. No transition period is 
prescribed. Certainly early resort to the encouragement and stim- 
ulus of the normal American patent system will promote develop- 
mental activity that could not otherwise be anticipated. 

The foregoing summarizes 12 of the principal provisions in the 
pending revision of the Atomic Energy Act so far as covered by 
the recommendations of the American “Bar Association special com- 
mittee on atomic energy. In matters of general ee that is 
to say, in encour: aging private enterprises to enter the atomic energy 
program, there is general agreement. In regard to details there is 
also substantial agreement. On 6 points, 6 of the points which I 
have mentioned, there is complete agreement. On three, there is 
partial accord. And on only three are there differences of view. 
There are, however, of course, many factors bearing upon the atomic 
energy program. It is natural that differences in the weight accorded 
such factors, many of them classified and beyond the knowledge of 
our committee, may result in a certain amount of difference of view 
concerning the wisest statutory course to be followed in some of the 
many phases of the subject. 

Where differences have been noted in this statement of mine, I 
hope that I may be permitted to suggest at least a little further 
consideration. 

The bill now under consideration by the joint committee is a most 
important step. After it is thoroughly considered and revised in 
accordance with the best judgment of Congress, it will launch this 
country upon a dynamic and unique program, a program in which 
Government and industry will be teamed up, working side by side, to 
make available the benefits of nuclear energy for peace as well as for 
war. Itisa legislative landmark of major importance. 

Chairman Coir. Thank you, Dean Stason. 

Are there questions from members of the committee ? 

Representative Horirmip. Mr. Stason, on page 3, you recommend 
the intradepartmental review board, which is cont ained in the act, I 
believe. 

Mr. Srason. Yes. 

Representative HoiirreLp. Do you believe that an intradepartmental 
review board could be independent ? 

Mr. Srason. The intradepartmental review board which is created 
by the act is independent in a certain respect. Since it is a part of the 
agency, it is obviously not completely independent. But there are 
degrees of independence. I would say that the section setting up the 
review board, section 188, makes a genuine attempt to achieve reason- 
able independence. It is provided that no Commission employee 
assigned to work for the review board shall perform other duties for 
the Commission. And I believe that is a real attempt to achieve such 
independence. 

Mr. Chairman, may I make one further comment offered not as 
chairman of the ABA committee, but rather in a purely personal 

capacity ¢ 

In studying through the proposed revision during the past 2 weeks, 
since I have Teceived copies of it, I have accumulated a considerable 
number of suggestions concerning the measure. Many deal with 
matters of detail, such as ambiguities in language or suggestions con- 
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cerning changes in phraseology, but some are concerned with rather 
fundamental matters of substance or procedure. 

I have a supplemental statement with 26 such suggestions set forth. 
May I say that in a purely personal capacity I am glad to present this 
supplemental statement to the committee for any use that it may care 
to make of it, but I will not, unless you wish me to do so, take the time 
to go through the 26 items. 

Chairman Cour. I assure you, the committee is happy to have the 
benefit of your suggestions. I doubt if any good would be accom 

plished by a discussion of them now, because no doubt it does involve 
a detailed study of specific language. So if you will submit the state 
ment for the committee’s use, it will accomplish the purpose you have 
in mind, I assure you. 

(The statement referred to follows :) 


SUPPLEMENTARY STATEMENT FOR PUBLIC HEARINGS OF THE JOINT COMMITTEE ON 
ATOMIC ENERGY 


(By E. Blythe Stason, dean, University of Michigan Law School) 


Herewith I am presenting a number of suggestions concerning the pending 
revision of the Atomic Energy Act. Many deal with minor matters of detail, 
such as ambiguities in language or suggestions for changes in phraseology. 
Some are concerned with fundamental matters of substance or procedure. These 
suggestions are presented by me personally and not as chairman of the American 
Bar Association committee on atomic energy. It is hoped that they may be 
of service to the joint committee and its staff. The items are as follows: 

(1) Section 2 (d), line 25: A very minor matter—the word “to” should be “of.” 

(2) Section 2 (e), line 8: To avoid unduly broad implications concerning 
interstate commerce in all of its aspects, the words “for the purposes of. this 
act” should be added after the word “commerce.” 

(3) Section 11 (a), line 19: The letter “D” apparently should be “C.” 

(4) Section 11 (c), line 2: In defining the term “atomic weapon” as any 
device “the principal purpose of which is for use as or for development of a 
weapon” the italicized words include a considerable territory—e. g., equipment, 
research devices, and even plants. The scope of the definition is rendered even 
more uncertain by the use of the words “principal purpose.” It would be de- 
sirable to clarify and sharpen this definition, especially in view of the importance 
of the term “atomic weapon” in various other parts of the act—e. g., sections 
11 (u), 54, 143 (b), 151 (a), 151 (b), and 153. 

(5) Section 11 (q), line 8: Does “restricted data” include data developed in 
private operations at private expense prior to the time it is reported to the 
Commission under section 1083 and classified then as restricted? This is im- 
portant, especially since the penalty provisions of section 223 are severe. If 
private operators are to proceed in such cases at their peril it should be made 
clear in the act. 

(6) Section 11 (s), line 21: Cannot a term be found that is more adequately 
descriptive than the term “special materials”? The term “special” conveys 
little meaning. How about “nuclear materials” or perhaps “nuclear energy 
materials”—either of which would fit in well with the phraseology of section 51 
concerning the determination of “new special materials.” 

(7) Section 31, line 12, page 16: Research assistance. Does the term “ar- 
rangements” include “grants-in-aid” to privately conducted research projects? 
Should it not do so by expressly so providing? 

(8) Section 42, line 24, page 18: Ownership of production facilities. The 
use of the present tense in the phrase ‘are licensed” suggests that if a utilization 
license is revoked, the Commission would automatically become the owner of 
the production facilities, yet there is no provision for paying just compensa- 
tion in such event. Transfer of title is probably not intended. Should the 
past tense—e. g., the words “have been licensed” be substituted for the words 
“are licensed,” thus making it clear that title does not shift on revocation? 

(9) Section 42 (c): Operation of private production facilities. This section 
in conjunction with section 42 (a) (B) would require licensee to engage in 
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the production of special materials in the conduct of research activities. Since 
under the present act, section 4 (c) (3) this is not required, I wonder if the 
change is intentional, and, if so, is it desirable? For example, are research 
eyclotrons to require licenses? I am assuming here that the cyclotron can 
be used for the production of minute quantities of special materials. (Cf. 
sec. 105, requiring licenses for utilization although not for production of special 
materials.) 

(10) Section 44: Acquisition of production facilities. This section requires 
a license to acquire a production facility. In addition, the following licenses 
are required for the utilization of special materials: 

(a) Section 105: License for research and development activities which utilize 
special materials or atomic energy. 

(b) Sections 101-103: License to manufacture, transport, or receive a utili- 
zation facility or to make use of the same. 

(c) Section 185: A construction permit to build a production or utilization 
facility. 

(d) Section 62: License to acquire source material. 

(e) Section 71: License to deal in byproducts. 

The necessity of applying for this considerable number of licenses will occa- 
sion both administrative and private inconvenience. If some or all of these 
licenses could be combined, it would be thus advantageous. 

(11) Section 51, line 18: New special materials. The word “classification” 
would seem to be preferable to the word “determination.” This same comment 
is applicable to section 61, line 17. 

(12) Section 54: Distribution of special material. It should be noted that 
the Commission is given no express authority to distribute special materials 
with a firm commitment concerning the length of time during which the re- 
cipient may retain and utilize the materials. Unless such firm commitment 
can be made, subject, of course, to recall of the materials in the event of abuse, 
large and expensive operations such as nuclear powerplants utilizing special 
materials as essential fuels will be under a severe handicap. Financing will 
be difficult and assurance of continuity of service will involve reliance upon 
administrative discretion. Should not a firmer foundation be afforded for 
private enterprise? 

(13) Section 71, line 22: Distribution of byproduct material. For the sake 
of clarification, add after the word “distribute” the words “sell, loan, or lease.” 
This may be implicit, but the clarification can do no harm. 

(14) Section 102: Report to Congress. If this section is to be retained, would 
it not be desirable, in view of present knowledge of the subject, to add a proviso 
to the effect that the requirement shall not apply to the generating of electric 
power through the use of nuclear fuels? This proviso would be added on the 
assumption that the studies already completed warrant giving the green light 
for this purpose. 

(15) Section 103, line 10, page 34: Issuance of licenses. The 5-percent rule, 
precluding the ownership of voting stock in licensee corporations by aliens, may 
cause difficulty. The Federal Communications Act uses a 20-percent rule for 
radio stations, or, in the case of parent corporations, 25 percent. Would it not be 
desirable to increase the 5 percent limitation, perhaps giving to the Commis- 
sion discretionary authority to refuse the license if there were any danger of loss 
of control to aliens? Indeed, such authority would seem already to be incor- 
porated in the last sentence of section 103. 

(16) Section 106: Antitrust provisions. This section, providing for revocation 
of the license in the event the licensee is found by a court to be guilty of violation 
of the antitrust laws, is somewhat similar to a provision now in section 313 of 
the Federal Communications Act. However, in the latter act, the revocation 
penalty is imposed by the court, and not by the administrative agency. That 
procedure seems to me to be preferable to the provisions of section 106, which 
necessarily involve the Atomic Energy Commission in the antitrust problem. 
Should not the Commission be spared this burden? 

(17) Section 107: Classification. The powers given the Commission by this 
section are important. No standards are included to guide the Commission in 
reaching its decision. It would be preferable to include such standards. Again, 
excepting insofar as summary action may be needed in the public interest, should 
not some kind of hearings on notice to interested parties be afforded in connec- 
tion with the execution of the authority conferred by this section? Since hear- 
ings are not required, the hearing provisions of the Administrative Procedure Act 
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would not be applicable. Would it not be desirable to make them applicable by 
express requirement of hearings? 

(18) Section 110: Inspections, records, and reports. This section does not 
seem to apply to production activities under section 42 (c). Yet it would seem 
particularly important to include such activities. Is this an inadvertent 
omission? 

(19) Section 153: Acquisition of patents. Because of the breadth as well 
as the vagueness of the definition of “atomic weapon” (sec. 11 (c)), the extent 
of the Commission’s power to acquire patents and inventions is rather uncer- 
tain. The power might be given a decidedly broad interpretation, or it might be 
deemed limited in scope. If at all possible, the extent of the power should be 
clarified in order to avoid future disputes and litigation. 

(20) Section 155 (a): Compensation, awards, and royalties. Some pro- 
vision should be included to preserve rights to just compensation already accrued 
under sections 11 (a), (b), and (d), and section 11 (e) (2) (C) of the present 
act, in the case of rights that would not exist under the new provisions. 

(21) Section 155 (b) (A): Since the only “royalty fee” now provided by the 
act, as revised, is to be paid to the Commission itself under section 154, the so- 
called standards of section 155 (b) (A) seem inapplicable. They relate pri- 
marily to royalty payments between private persons. 

(22) Section 155 (b) (C): Since there are no “awards” left in the revision 
of the act, this subsection seems unnecessary. 

(23) Section 183, line 7: Terms of licenses. The power which is given to the 
Commission of attaching “terms and conditions” both in this section and in sev- 
eral other licensing sections, is very broad indeed. Perhaps it is unnecessarily 
so, at least in some instances. In the interest of adequate legislative channeling 
of administrative discretion, would it not be desirable to limit the Commission’s 
power to attach terms and conditions by adding at least some such phrase as 
“necessary to effectuate the purposes of this act”? 

(24) Section 184: Inalienability of licenses. If this section is intended to 
apply to mortgages on foreclosure, it should be so stated specifically. In fact, 
the Commission should be given specific power to deal with such contingencies. 

(25) Section 186: Revocation. The revocation powers are very broad in- 
deed—so broad as to imperil the foundation for private investment in atomic 
enterprises. Licenses will be much more valuable as such foundation, and at the 
same time essential public interests can be properly guarded by them, by follow- 
ing the provisions of the Federal Communications Act pursuant to which revoca- 
tion can be effectuated only for willful or repeated violations and then only 
after due notice and hearing. Of course, provision must be made for summary 
action in needful cases, but, in cases where public need does not demand imme- 
diate action, the notice and hearing technique is not only greatly to be desired, 
but is consistent with the policies hitherto established by Congress under the 
Administrative Procedure Act. 

(26) Section 188: Review board. This intradepartmental review board is a 
very interesting administrative device for which much of a favorable nature may 
be said. But here again should not provision be made for notice and opportunity 
for hearing in connection with review board proceedings? If this were done, it 

would assure the application of sections 5, 7, and 8, and also section 10, of the 
Federal Administrative Procedure Act. This would seem desirable. 

The foregoing comments and suggestions are respectfully offered in the hope 
that they may prove to be of assistance to the joint committee and thereby make 
some small contribution to this important task. 


Representative Horirtep. I note that at the bottom of page 4, you 
point out very clearly that if the Government retains title to all spe- 
cial materials, the Government will have to provide a readymade mar- 
ket, and that it would, in effect, be a subsidy to private industry if 
that was done. 

Mr. Stason. Yes. 

Representative Horrrrerp. I suppose you refer to the dual-type 
reactor, which produces power and fissionable material ? 

Mr. Srason. Yes,sir. That iscorrect. 

Representative Horirretp. Therefore it would be possible, under 
that arrangement, for the price of the fissionable material purchased 
by the Government to amortize the capital investment of the private 
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companies who build the reactors, if they build them at their own 
expense, would it not? 

Mr. Srason. The provision of the act is that just compensation shall 
be paid. 

Representative Hortrrevp. That is right. 

Mr. Stason. Presumably in determining just compensation, the cost 
of production will be taken into account. Nevertheless, the determi- 
nation of the cost of production involves the cost of the capital equip- 

ment which it utilized. 

Representative Price. What if they would change that from just 
compensation to value to the Government ? 

Mr. Srason. That is a question going to the heart of the provision 
for enforced sale, 7“ it involves necessarily the entire economy of the 
private enterprise. I just don’t feel ¢ apable of expressing a firm opin- 
ion offhand with respect to the precise meaning that would be in- 
volved under those circumstances. 

Representative Hoxirreip. Isn’t it true, Mr. Stason, that if a con- 
tract is entered into by the AEC with any private industry group to 
build a reactor, based upon the purchase of the byproduct plutonium, 
if that contract were used in justifying the capital investment struc- 
ture, is it not true that it would have to be at a fixed price for the period 
of that amortization ¢ 

Mr. Stason. Not necessarily so, Mr. Holifield. The term “just com- 
pensation,” as I understand it, involves considerations as of the time 
of purchase and does not necessarily involve a fixed price throughout 
the determined period. 

Representative Hortrreip. Well, now, how could they set up an 
amortization schedule for retirement of their capital investment if it 
were not predicated upon a price for the plutonium which would 
include cost factors such as the cost of the money involved in the 
capital investment ? 

Mr. Stason. That is a matter, Mr. Holifield, that will necessarily be 
determined by the exercise of judgment and discretion by industry 
when it embarks upon the enterprise. 

Now, undoubtedly if a fixed price over the period of the investment 
were available, that would afford a firmness of foundation which 
might be welcomed. 

But, on the other hand, it would involve the Government in fixing 
a price over a period of years under circumstances that might be un- 
economic for the Government. Accordingly, I assume the term “just 
compensation” is used in the act for the purpose of leaving that ques- 
tion open and having compensation fixed according to the cireum- 
stances as of the time of taking title, just as it would be in ordinary 
legal proceedings. ‘The determination of just compensation would 
then depend upon the cost of production, the value fixed for such mate- 
rials in the market generally, and the other factors which enter into 
determining just compensation in legal proceedings in other connec- 
tions. 

Representative Honirretp. As a matter of fact, wouldn’t it be 
impossible for the Government to enter into a contract and protect 
the public interest if it did specify a set price on plutonium, in 
view of the fact that plutonium has constantly become cheaper and 
cheaper in our manufacturing operations? And looking forward into 
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the future for 20 years or 25 years, it is reasonable to suppose that 
it might go down 50 or 75 percent from the price where it is now? 

Mr. Srason. I would assume that it would be ill-advised for the 
Government to endeavor to fix a price for a considerable number of 
years ahead. And I assume that is why the term “just compensation’ 
is used in the act. It does not bind the Government to a fixed price. 

Representative Hoiirietp. Of course, just compensation, as you 
know, has a meaning which might be interpreted by a court in rela- 
tion to the terms of the contract. And if part of that “just compen- 
sation” was to guarantee an income adequate to retire their capital 
plan of investment over 20 years, the courts no doubt would determine 
that it would be just compensation under the terms of the contract, 
where the equity of contractual relations existed, but it might not 
be from the standpoint of the public interest, because later on the price 
for the plutonium may have decreased considerably. 

Mr. Stason. I agree with the possibility of inequity if so inter- 
preted, but I point out that the act doesn’t open the door to that kind 
of arrangement. The act, which uses the term “just compensation” 
does not, “by so doing, authorize the Commission to fix a price for an 
indeterminate per iod or a determinate period ahead. 

Representative Houirretp. You would be satisfied if language was 
written into the bill or into the report which would preclude a long- 
term contract. which would be inimical to the public interest, in view 
of the changing technology of this industry ? 

Mr. Srason. Certainly I would be satisfied. 

Representative Ho.irieip. I notice you pointed out in your state- 
ment there that a question of excessive stockpiling would be presented 
in case the needs of the Government were oversubscribed to. 

Now, you advocate the ownership and selling of both special ma- 
terials and source materials without restriction, I believe. That is 
at the top of page 5 in your testimony, I believe, paragraph No. 

Mr. Srason. Paragraph No. 4 relates only to source materials. 

Representative Horirreip. Only to source materials. And you 
recommend the right to purchase and sell such materials without 
restriction. 

Mr. Stason. Subject always to control and priority claims of the 
Commission in the public interest. 

Representative Ho.irrevp. I notice that you are satisfied with the 
elimination of the provision which sought to provide the Commis- 
sion with technical information which might be developed during this 
interim period of the present proposed legislation. 

Mr. Srason. Yes. It was our thought that just as rapidly as pos- 
sible the nuclear enterprise should be assimilated to the normal pat- 
terns of American private enterprise. And this recommendation was 
intended to assist in carrying out that general objective. 

Representative Hortrretp. Do you believe that during the ensuing 
interim period when the 5 reactors that are now programed are being 
built, under contract by the Government, that whoever the contractor 
may be, they shall be allowed to obtain and retain trade secrets or 
technological deve lopments in that field during the next 5 or 6 years, 
within those particular 5 that are under contract to the Government ? 
That is at the top of page 6. 
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Mr. Srason. In the original report of the American Bar Associa- 
tion committee, we actually stated it in this manner, referring to 
the provision as to trade secrets : 

Although the provision was doubtless written into the act for the purpose of 
encouraging wide participation in atomic-energy development, it in fact operates 
as a substantial deterrent to private participation in the field. Furthermore, it 


is inconsistent with the traditional American policies with respect to other areas 
of industry. 


And then we went on in this fashion: 


If continuation of the provision is deemed temporarily desirable for the pur- 
pose of achieving wide dissemination of information at the outset, it should 
necessarily be eliminated as soon as the dissemination of such information is 
sufficiently widespread so that it is no longer necessary as a stimulant to 
private participation. It is suggested that at the most the provision should not 
be continued in effect beyond the period hereinafter proposed for compulsory 
licensing of atomic-energy patents— 
namely, December 31, 1960. 

To answer your question, therefore, I can say this: The American 
Bar Association committee was conscious of the desirability of gradual 
transition to normal trade-secret practices, and it therefore suggested 
the possibility of a brief transition period with respect to this very 
trade-secret provision that we are now discussing. 

Representative Hotrrretp. I don’t want to put words in your mouth, 
sir, but I would like you to be responsive to my question directly. 
Do you or do you not believe that the contractors on these 5 reactor 
programs which are being built or are contemplated to be built by 
the Atomic Energy Commission, and whose construction will possibly 
take 5 years—do you believe that the contracting companies should 
have the right to file patents during that 5-year period that they work 
on those contracts? 

Mr. Stason. No; I do not. Nor would they have the right. If 
they are working on Government contracts, the patent pr ivileges are 
retained by specific clauses in the contracts. 

Representative Horirterp. All right, sir. Your answer, I think, is 
sufficient. 

I just wanted to know how you felt about those five. I recognize 
the fact that the Government contracts protect the Government if they 
contain patent clauses. 

Now, during this 5-year period, let us assume at the end of 3 years 
certain technological advances have been made which can be turned 
over to a private company who want to build their own reactor, 
putting their own money into the reactor. Would you believe that 
that company, going out to build a $10 million or $20 million reactor, 
utilizing the technology of the Government up to date and during 
this coming 3 years of reactor development, should be allowed to 
step out in the fourth year and patent some development which goes 
beyond that which has been developed in the 3-year period of interim 
development ? 

Mr. Stason. We are turning now to the question of patents, and not 
trade secrets. 

Representative Horirrmxp. I am turning now to the subject of 
patents. 

Mr. Srason. With respect to the right to patent, it was the view of 
our committee that the patent privileges should be afforded under 
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normal American patent practices as set forth in title 35 of the 
United States Code. We recommended, however, that for a brief 
transition period such patents be made subject to compulsory licensing 
to avoid certain patents practices that might run counter to the public 
interest. 

Answering your question, therefore, I would say “Yes”; if during 
that period private industry obtains technological information w hich 
permits its technical staff to develop new and useful inv entions, the 
right to patent those inventions should be afforded. 

Representative Hotirretp. And your position is that private indus- 
try, taking advantage of all of the knowledge up to a forthcoming 
3-year period, should be able to start out with reactor No. 6 or No. 7 
and file patents on any developments that they might find patentable 
in the ensuing years after they construct their reactor ? 

Mr. Srason. Yes, sir. I would invoke the normal American patent 
practices under those circumstances. 

Representative Horirrenp. All right. 

Iam trying to find out how you feel about this. 

Now, if that is allowed, and there is a limited number of private- 
industry participants that are allowed to go into the field—and there 
will be a limited number, for various reasons—is it not true that that 
limited number of industries will acquire an area of patent equity 
and advantage over the rest of private industry ? 

Mr. Stason. Your question 1s: Will only a few acquire an advan- 
tage over the rest of private industry ? 

Representative Hotirtevp. If they are allowed to patent during this 
interim period, their patents being based and their development being 
based upon technology which has ; been paid for by the public money, 
and due to the fact that there can only be a limited number come into 
this new technology and the development of it, and if they are allowed 
the right to patent, would it not give them an equity advantage in this 
new art which will not be allowed to the rest of private industry. 

Mr. Srason. Anyone who invents a new and useful article and gets 
a patent obtains an ‘advantage thereby. The advantage which is given 
to him is the quid pro quo for the stimulus that is thereby afforded 
to the process of invention. 

So, of course, the inventor is going to obtain an advantage. 

Now, I think we must be clear concerning the subject under dis- 
cussion. If this knowledge of which you speak has been obtained in 
connection with Government contract programs by the contractors or 
the contractors’ employees, the provisions of the contract are entirely 
adequate to protect the Government and to prevent the patenting for 
private purposes. 

Representative Hotirrerp. That is only in the field, sir, of prospec- 
tive Government use and only in the field where the Government has 
paid the bill. Now we are going into a different field. We are going 
into a new field, in which private industry pays the bill, and they 
start at scratch 8 years from now, and they use all the technology 
which has been developed up to 1957, let us say, part of that having 
been developed in these reactor programs which are being paid for 
by the taxpayers’ money. Now this private industry man gets a con- 
tract to build No. 7 or No. 8 or No. 6, as the case may be, reactor for 
power purposes. And upon that technology, he immediately, within 
a year let us say, finds patentable some very important patent in the 
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art. And your testimony, as I understand it, is that he should be 
allowed to obtain that patent? 

Mr. Srason. That is correct. I would allow him to obtain the 
patent. And I would make two points in regard to it. 

In the first place, if private industry is to be brought into this pro- 

‘am, the break must be made some time. And at point of break, 
aes is inevitably going to be a period of adjustment which will 
occasion, shall we say, inequities, accidents, in the development of the 
program, which are bound to take place. 

You cannot have 100 percent equity and fairness in this world. So 
I would make the point that if we are going to get private partici- 
pation, the break must be made regardless of the possibility of some 
inequities, although they must be minimized as much as possible. 

The second point that I would like to make is this: That the advan- 
tage which will be obtained, to which you refer, by the individual or 
the company that obtains technical understanding by virtue of ne 
Government development, is no different than in many other ar 
of the industrial economy, in electronics, in the airplane business, ona 
in many other fields. There are many technological advances that 
come to the attention of private technologists because of the fact that 
the Government programs have produced new technology. There is 
nothing unique about atomic energy in that respect. 

Representative Horirrecp. Let’s wait just a minute on that. The 
rest of these industries have been developed over a long period of years 
by mingling of Government and private funds. But this industry is 
unique, in that it has been developed totally with Government funds, 
and, therefore, the technology of building reactors is a peculiar tec sh- 
nology which has been financed in toto by Government funds, and, 
therefore, it is not in the category of electronics or automobiles or 
diesel motors. And, therefore, we are faced with a problem of getting 
this information to all of private industry and not to a favored few, 
who may be given a contract within the next 3, 4, or 5 years. 

Do you not think, in justice to all of private industry, that a few 
should have access to the right to patent, based on this technology, 
which has been paid for by all of our people ¢ 

Mr. Stason. Certainly. Certainly they should have just as 
widely as possible. There should be wide dissemination - the tech- 
nology. 

Representative Horirrrenp. And do you not realize that only a few 
can enter this industry, by virtue of the limitation of time and 
materials furnished and physicists that can be diverted from Govern- 
ment employ to — employee, in most instances? Don’t you 

realize that you will set a pattern of monopoly for all time to come by 
allowing those people an advantage which the rest of private industry 
will not have? 

Mr. Stason. I want to repeat what I said before, that the transition 
must be made sometime, in some way, if private industry is to be en- 
couraged to enter this field? At the time of transition, there may be 
inequities resulting. Minimize them, but recognize that the advan- 
tages of getting private participation are such that the move should 
be made. 

Representative Horirrero. I might agree with you, sir, that the 
move should be made, but I might disagree with you as to the timing. 
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Mr. Stason. I would like to make this third point. This is involved 
in the American Bar Association committee’s report. We recom- 
mended, with respect to patents, that there be a transitionary period 
of 6 years, during which the public interest would be protected by the 
possibility of licensing by administrative orders. 

Representative Hotirrevp. I am aware of that recommendation. 
That is why I am questioning you, sir, and asking you why you are 
satisfied with the present bill, which has deleted that. 

Mr. Srason. I didn’t say that I was satisfied with the present bill. 

Representative Horirretp. I am sorry. I thought you were. 

Mr. Srason. I said that the present bill invokes normal American 
patent practices now. 

Representative Horirretp. And I gathered from your words, sir, 
that you were in favor of that, in your statement. 

Mr. Stason. Speaking for the American Bar Association commit- 
tee, Mr. Holifield, I must say that our recommendation included this 
transitionary period, during which the public interest would be pro 
tected by compulsory licensing. 

Representative Hotirretp. Then you would remain firm on your 
recommendation and the recommendation of the American Bar Asso- 
ciation that there should be an interim period in which protection to 
the Government’s equities in this field should be preserved, so that all 
industry could have access to it at the same time ? 

Mr. Srason. ‘Yes. I believe in the soundness of the American Bar 
Association committee recommendation in that respect. 

Representative Horirrevp. That is all, Mr. Chairman, at this time. 

Chairman Corr. Mr. Stason, I cannot allow the hearing of your 
testimony to end on that note. 

What is the public interest that is being protected by the 6-year 
compulsory cross-licensing which you now reendorse ? 

Mr. Srason. In our committee report we stated it in this way: Dur- 
ing this 6-year period, the board, that is, the patent compensation 
board, would have authority to compel, upon payment of reasonable 
royalties, the granting of a license to an applicant when it was proved 
that these conditions existed, or one of them: That the patentee has 
been guilty of nonuse of the patent to the detriment of “progress of 
science and the useful arts.” That is the provision from the Constitu- 
tion. Or “that the patentee has, clearly contrary to the publie in- 
terest, engaged in restrictive practices,” that is, boxing in patents, 
“or imposed conditions upon the use of the patent by others, or denied 
the use of the patent by others, so as to obstruct progress in nuclear 
science. 

Under those circumstances, we recommended that the compulsory 
license be made available during this transitionary 6-year period. — 

Chairman Core. I still fail to understand what your goal of im- 
proving and protecting the public interest is. . 

Mr. Stason. Protecting the public interest against the possibilities 
of damage because of nonuse of patents or because of the objectionable 
restrictive practices. 

Chairman Corr. To me, the goal of public interest is to have as 
many minds be put to work to find new ways to apply this one force to 
the good of people as is possible. That is in the public interest. 

Now, to the extent that we discourage, stifle, hamstring, place ob- 
stacles in the path of that objective, it is not in the public interest. 
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In my view, the proposal which the bar association adopted and 
the Commission recommended to the Congress, of compulsory cross- 
licensing, is an obstacle. It discourages inventive ingenuity. Why 
should I apply my mind to finding a new way, if I knew I had to 
share it with you for the next 6 years? I wouldn’t do it. I would 
wait until the 6 years was up, and then I would start thinking about 
it. And to the extent that we permit to intervene a transition period, 
whether it is 3 years, 5, 6, or 10 years, to that extent we delay the full 
application of the ingenuity of this man to this new energy. So I 
can’t let you terminate your fine statement with the note that it is in 
the public interest advantageous to the compulsory licensing system. 

Mr. Srason. May I make just one observation ? 

I quite agree with you, Mr. Cole, that the greatest thing to achieve 
is to get just as many minds to work developing this science as it is 
humanly possible to muster for the purpose. I thoroughly agree with 
that. 

In suggesting this compulsory license provision on a transitionary 
basis for a short period of time, the American Bar Committee cer- 
tainly did not have any thought that the general principle which you 
enunciate should not be put into effect. Quite the contrary, we wanted, 
excepting for weapons, the opportunity for patents to become avail- 
able now. And only in the most restricted sense was there to be any 
compulsory licensing during this transitory period. 

Only in this sense: only in behalf of specific applicants, not the 
general broad licensing of present section 11; only when the patentee 
engages in restrictive ayaa contrary to the public interest. Only 
in those instances would we suggest compulsory licensing. 

May I say this finally: If you were the patentee, you would not en- 
gage in those restrictive practices. Knowing that, you would not 
be deterred from making and patenting your inventions in the first 
instance. 

Chairman Cots. Don’t you see that the man who does engage in 
restrictive operations with respect to an exclusive patent right he has 
drives people to finding new ways of getting around that restriction 
that he imposes; and to the extent that he imposes restrictions, he 
encourages energy and ingenuity in developing the art. 

We would argue this all day, but I wonder if your bar association 
has given any thought to that word in the Constitution where Con- 
gress is given the right to grant patents. Does that word “exclusive” 
meananything? And if it means what I think it means, it means that 
Congress does not have a right to grant a patent which is less than 
exclusive. And this it what compulsory licensing is, a patent less 
than exclusive. 

Representative Hotirrevp. I believe, Mr. Chairman, I will have to 
say that it didn’t say for 17 years. It might be for 1 year. 

Chairman Corz. I would appreciate the professional talent of your 
group concentrating on that point. 

Thank you very much. 

I am glad to see, Dean Stason, that some of your recommendations 
have been adopted. I am sure you didn’t expect that all of them 
would be adopted. And certainly the work of you and your com- 
mittee has been most helpful in the preparation of this bill. 

Mr. Stason. May I think the committee, Mr. Cole, for the privi- 
lege of appearing ? 
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We are glad that we have had partial success in this regard. 
Chairman Cotz. Thank you very much, sir. 
The meeting is adjourned until 2 o’clock. 
(Whereupon, at 1:10., a recess was taken until 2 p. m., this same 
day.) 
AFTER RECESS 


Chairman Cots. The meeting will come to order. 

The witnesses to be heard by the committee this afternoon are those 
who are representatives of the Dow Detroit study group, one of the 
groups recruited by the Atomic Energy Commission for the purpose 
of making inquiry into the feasibility, practicability, and possibility 
of developing industrial power from atomic energy. 

I judge, as head of that group, is Mr. Walker Cisler of the Detroit 
Edison Co. Why do you not come up to the table, Mr. Cisler, with 
your spokesmen and identify them. 


STATEMENT OF WALKER L. CISLER, PRESIDENT, THE DETROIT 
EDISON CO. 


Mr. C1ster. Mr. Chairman, may I introduce to the joint committee 
Mr. Alfred Iddles, the president of the Babcock & Wilcox Co.; Dr. 
John Grebe, who is director of nuclear research for the Dow Chemical 
Co., Mr. Andrew Kucher, director of the scientific laboratory of the 
Ford Motor Co., and Mr. Paul McQuillen of Sullivan & Cromwell, 
the general counsel for the Detroit Edison Co. 

Chairman Corr. Thank you very much. Some of your colleagues, 
including yourself, are familiar to us. Are you going to proceed 
first ? 

Mr. C1strr. I have, sir, others who are present with me whom I 
would like to have the privilege of introducing, if I may, though it is 
not necessary. 

Chairman Corr. I think the attendance at this hearing in person 
of any of your groups should certainly be noted in the record, so if 
you will indicate to the reporter and to us who is here that you 
would like to have identified, it will be recorded. 

Mr. C1ster. Thank you very much. 

Present with those who are here at the table with me are Mr. James 
F. Fairman, vice president of the Consolidated Edison Co. of New 
York, Inc., and Mr. Arvin E. Upton, counsel for the Consolidated 
Edison Co., Ine. 

Mr. K. M. Irwin, vice president in charge of engineering, Philadel- 
phia Electric Co. 

Mr. J. Frank Roberts, vice president and director of engineering for 
the Allis Chalmers Manufacturing Co. 

Mr. Herbert J. Scholz, president, Southern Services, Inc. 

Mr. Walter E. Beckjord, counsel for the Cincinnati Gas & Electric 


0. 

Mr. George Bisset and Mr. Robert W. Wilson, vice presidents, and 
Mr. Cornelius Means, general counsel for the Potomac Electric Power 
Co. 

Mr. Leslie S. Wilcoxson, vice president in charge of research, Mr. 
Cecil Gay, vice president in charge of atomic energy division, and Mr. 
John Landis, atomic energy division of Babcock & Wilcox Co. 
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Then with me directly are Mr. Arthur S. Griswold, assistant to the 
president, Mr. Harvey A. Wagner, director of the nuclear power de- 
velopment department, Mr. Alton P. Donnell, project manager, Dow 
Chemical-Detroit Edison and Associates atomic power developme nt 
projec t. 

Thank you very much for the privilege of introducing those who are 
present with us. 

Chairman Cote. Now will you proceed with your statement in order 
the you have arranged. It will be received by the committee with 
interest. 

Mr. Cister. Thank you. 

My name is Walker L. Cisler, and I am president of the Detroit 
Edison Co. I have already introduced to you those who are to follow 
me in this presentation before your committee. We are very appreci- 
ative of the opportunity of appearing before you on this occasion. 

Our appearance at these hearings concerning the proposed amend- 
ment of the Atomic Energy Act of 1946 is made on behalf of the group 
of privately owned electric power, industrial, and engineering firms 
associated in the Dow Chemical-Detroit Edison and Associates atomic 
power development project. 

I have been authorized by the executive committee of that group of 
companies to say that it has reviewed and approved the statements to 
be presented by me today, by myself as chairman of that committee, by 
Mr. Alfred Iddles, president of the Babcock & Wilcox Co., by Mr. 
Kucher, director of the scientific laboratory of the Ford Motor Co., by 
Dr. Grebe, director of nuclear research of the Dow Chemical Co., and 
by Mr. Paul McQuillen, chairman of the legal committee of our group. 

This project, which had its beginning in 1950, and is being carried 
out under an agreement with the Atomic Energy Commission, has as 
its main objective the development of a nuc lear reactor, which can be 
used on a commercially competitive basis for the generation of electric 
power and the production of useful byproducts. It is fully antici- 
pated, if a reactor holding this promise can be developed, that private 
funds for its construction and operation will be made available when 
the law permits private investment. In other words, we look upon 
atomic energy as a natural resource which will have many important 
and valuable peacetime uses that will bring significant advances to 
the world, particularly as a fuel to supplement conventional fuels. 
The optimum development and application of these uses can be 
brought about only if the principles of free enterprise, upon which our 
great strength and economy is founded, are permitted to function as 
they have in the past. Obviously, adequate controls in the interest of 
national security, health, and safety must be observed. 

In a public hearing before this committee on July 1, 1953, we ex- 
pressed our opinion that the country would be served best by a modi- 
fication of the Atomic Energy Act which would permit ownership 
rights and patent protection to private industry, and thus bring about 
greater participation by industry in the development of atomic energy. 

In presenting our testimony today concerning the proposed bill, 
we first wish to point out the increased urgency for remedial legisla- 
tion which has developed during the past 10 months. Scientific and 
engineering developments have proceeded more rapidly than antici- 
pated a year ago, and there has been an increasing awareness of the 
potentialities of atomic energy in the United States. This is clearly 
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shown by the fact that commitments have been made for the con- 
struction of a large pressurized water-type power reactor, and that 
programs are being formulated for the construction of other types 
of reactors within the next few years. 

We are now at the time when the initial steps are being taken to 
bring about industrial applications of atomic energy here in the 
United States. Industry is ready to participate in the development, 
as it demonstrated by the proposals made in connection with the pres- 
surized water-type power reactor. Participation by industry on a 
far more substantial basis can soon become a reality if a reasonable 
opportunity is afforded. 

The question Congress must consider is whether, at this critical 
period in the development, industry using its own funds, will be given 
the opportunity to perform its natural ‘function of seeking out eco- 
nomic methods of utilizing this natural energy resource and making 
the resulting benefits available to all in a normal manner, or whether 
industry is to be restricted in its opportunities by a continuation of 
the existing law. In our minds we must proceed along natural and 
traditional lines. 

This consideration has been given added importance by the Presi- 
dent’s address of December 8, 1953, before the General Assembly of 
the United Nations. The President proposed the creation of an 
atomic energy pool, to be used in bringing the peacetime benefits of 
atomic energy to all the world. That was a most worthy proposal, 
and the world is looking toward its fruition. In this the United 
States has assumed a very great responsibility. When we embark 
upon such a course, we must also make rational and adequate prepa- 
rations to meet our own needs here at home. 

Effective cooperation with other nations can be accomplished only 
by drawing upon the experience of our own industry. Unless we 
move more rapidly in the matter of industry participation, we will 
not be able to fulfill our responsibility. Initiative in this rests with 
us. 

The bill to amend the Atomic Energy Act of 1946, I believe, is a 
definite step in the right direction to encourage and permit private 
industry to participate in the research and development work in the 
field of atomic energy, having as its objective the full utilization of 
atomic energy for peaceful purposes. Subparagraph (d) section 3, 
is an excellent statement of principle with which our objective is 
consistent. The adoption of such a program will, in my opinion, 
bring about the similarly full utilization of a large and untouched 
source of scientific and engineering knowledge which exists in this 
country. 

We have considered the complet e text of the proposed amendment 
as carefully as time has permitted and find in it many sections which 
are in keeping with this principle. Other section fall short of this 
objective, and still others, particularly those related to licensing, 
would establish awkward and unnecessary complications. 

I will present our thoughts concerning the proposed act as we 
understand it in broad terms and later Mr. MeQuillen will discuss 
details concerning specific passages. 

In our earlier appearance we » stated that in order to bring about 
conditions under which private competitive industry can be enabled 
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to invest its own funds in the development, the Atomic Energy Act 
should be amended to permit private enterprise to do the following: 

1. To build, own, and operate atomic-energy plants. 

2. To acquire, own, and dispose of fissionable materials. 

3. To acquire, own, and dispose of source materials. 

4. To sell and distribute end products and byproducts produced in 
an atomic-energy facility. 

5. To obtain licenses from the Atomic Energy Commission subject 
only to the requirement that operations thereunder be conducted in 
compliance with conditions set forth in the license in accord with 
standards to be prescribed by the act. 

6. To attain normal patent and trade-secret protection subject only 
to full disclosure to the Commission for its own use and military 
purposes. 

The bill does permit the ownership of production and utilization 
facilities by industry; it permits the manufacture and construction of 
such facilities, and the new patent provisions are very close to the 
normal patent law. 

The bill falls short of the needs of industry in that ownership of 
— materials is retained solely to the United States and in that 
the provisions with respect to licensing are confusing, vague, and 
perhaps even unworkable. 

We fully realize that the purpose is to protect national security by 
retaining all title to fissionable materials in the Government. I am 
sure that the industry of our country is completely sensitive and 
responsive to our national security problems, as demonstrated by its 
accomplishments during the past years. We believe that national 
security can be as effectively protected by appropriate controls of 
special materials privately owned, and that there are important basic 
advantages to both Government and industry in permitting industry 
ownership. 

Government ownership of special materials poses difficult problems 
in financing and in free enterprise under Government subsidy for 
industry. When the time comes that we, the Detroit Edison Co., for 
example, may decide to build an atomic powerplant, we must go to the 
public to obtain a substantial part of the funds which are required. 
Many millions of dollars will be involved. As a regulated public 
utility, we cannot build up undistributed reserves which would be 
adequate for such a purpose. 

To bring about this lenauine we must first go to our Michigan 
Public Service Commission and demonstrate (1) the need for the 
facilities which are to be constructed, and (2) the engineering and 
economic soundness of the project which is involved. We then must 
register our proposed securities with the Securities and Exchange 
Commission. 

Finally, we would go to the public and offer to sell either capital 
stock, or bonds, or both, for investment in the new facilities and mate- 
rials. You may be assured that none of these requirements is or can 
be taken lightly. 

The lack of ownership of special materials would make financing 
difficult and costly if not impossible. The proposed licensing ar- 
rangements are not sufficiently definite for a full evaluation but cer- 
tain industry would have a much more secure standing if in time of 
national emergency, Government might requisition special materials 





AMEND ATOMIC ENERGY ACT OF 1946 id 


which are private property, rather than merely repossess special ma- 
terials which are already the Government’s own property. The Gov- 
ernment’s ability to acquire physical possession of the material would 
be the same in either case, but with private ownership the rights of 
private investors would be more adequately protected. 

With respect to subsidy, the provisions requiring Government to 
purchase all special material may operate as a Government subsidy 
to business. We do not know, except in a general way, the cost of 
producing special materials, and we can see great difficulty in al- 
locating those costs between materials required for military purposes, 
materials for other uses, and for power production. Finally, the 
provision that Government must acquire all special materials relieves 
industry of its responsibility to find a market for its products. In- 
dustry should be able to look to Government as a customer for fission- 
able materials which it may produce, but the matter should be one of 
negotiation, rather than of compulsion, and the potential market 
should be broadened to include all licensees. 

All of these considerations, in our mind, point to the desirability of 
granting ownership rights of special materials to industry. 

The licensing provisions which I referred to earlier are confusing, 
in part because the proposed law does not establish standards or 
minimum requirements, and in part because an unreasonable number 
of special licenses is required for an integrated power facility. 

There must be assurance that the owner can use its facilities with- 
out interruption for long periods of time, and the license must not 
be subject to revocation except by reason of failure to observe the terms 
of the license. Such assurances should be a matter of law rather than 
left to the discretion of an administrative body. 

Under the bill a license is the foundation of any atomic energy enter- 

rise. Large investments will be made in reliance upon the license. 

am sure the committee realizes the significance, therefore, of the 
licensing provisions to any industry that plans to construct and oper- 
ate an atomic energy facility, particularly a facility which would 
be used to generate electric power. 

So far as our group is concerned, this significance may be realized 
very soon. We are engaged in a research and development program 
which is substantial, from both the financial standpoint and the ex- 
tent of activity involved. All members of this committee might not 
be fully aware of the extent of our program. If the committee thinks 
it appropriate, I should like very much to file within the next week or 
10 days an appendix to this statement to show what we are actually 
doing. That would bring the committee up to date on the organiza- 
tion, financing, and field work of our group. I believe this informa- 
tion will demonstrate to the committee that we are really in business, 
and not merely talking business. ; 

Chairman Coir. Before you supply us with that information and 
in order that we may get some idea of the extent of your statement, 
you are really in business, how much is this project costing? 

Mr. Cister. We have appropriated for this year’s research and de- 
velopment work $2,600,000. Up to this year we have expended ap- 
proximately a million and a half dollars. 

Chairman Cote. Thank you. If you will supply that statement 
later, the committee will be glad to have it. 
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Mr. Cister. Thank you very much. 
(The statement referred to follows:) 


THE Detroit EDISON Co., 
Detroit, Mich., May 24, 1954. 


Hon. W. STERLING COLE, 
Chairman, Joint Committee on Atomic Energy, 
Congress of the United States,, 
Washington, D.C. 

Dear Mr. Cote: During our appearance before the joint committee on May 10, 
we offered, and were asked to submit information about the organization, financ- 
ing and budget work of the Dow Chemical-Detroit Edison and Associates atomic 
power development project. 

The companies associated in that project for which I am acting as spokesman, 
are engaged in research and development for industrial utilization of atomic 
energy in the production of electric power, under a contract with the Atomic 
Energy Commission dated April 14, 1954. This project was started by the Dow 
Chemical Co. and the Detroit Edison Co. under an earlier contract with the 
Commission in 1950. 

The association of the project companies with each other is organized under 
a memorandum of understanding for the 12 months ending January 1955, pro- 
viding for a project manager and various committees to guide the activities in- 
volved. Financing is provided by individual commitments, voluntarily made, 
the amount having been determined in each case by the company concerned. 
The aggregate of those private commitments for the current 12 months is more 
than $2,500,000. The distribution of that budget for research, experiment, and 
other development work is outlined by the table submitted with this statement. 

The nature and extent of activities in this project beyond the next January 
will depend upon further agreement with the Commission and by individual 
participants. 

The power companies engaged in this project are seeking the opportunity 
to utilize this new source of heat energy from atomic reaction, in common with 
all others at any time engaged in electric power production, without favoritism 
or preference for any public or private body. The electricity so produced will 
be no different in nature from that generated by older means; and its use and 
distribution should, we believe, be regulated by agencies established for that 
purpose, in common with electricity from all other sources. 

The decision to build a full-sized plant will be based upon the same considera- 
tions which determine any construction of a new generating facility. It must 
be economical and justified by a projected saving in the cost of producing elec- 
tric power. Likewise the retirement of the atomic component of a powerplant 
will occur only When its replacement by a newer one of improved design will be 
justified by the lower costs of the newer plant. HEconomy of operation will govern 
the building of subsequent improved reactors, as has always been done in the 
case of generating facilities of older types. Provisions for replacements, by 
appropriation from current earnings to retirement reserves, will take into ac- 
count the factors of both depreciation and obsolescence, as must be done for all 
utility proporties, related always to schedules of construction and retirement 
planned for the most economical operation. 

We believe that if private industry is permitted to enter the field of atomic 
energy on a comprehensible basis subject to the rigid controls necessary to insure 
national security and public health and safety, that the benefits of atomic 
energy would be made available more quickly to the public. We do not believe 
that private industry should be excluded from the development and use of atomic 
energy, and similiarly, we do not believe that a monopoly in the hands of the 
Federal Government can be justified. We believe that the right of private indus- 
try to own the materials with which it conducts any given business is an in- 
herent right, and that no business can be expected to be financed and operated 
successfully that does not have the indicia of ownership in the materials essen- 
tial to the operation of its business. We do not believe that private industry 
should have any preference as against the Federal Government or units of local 
government. Similarly, the Federal Government should not create a preference 
giving to itself or local units of government a preference against private industry. 
We ask for no subsidy. 

What we ask is the opportunity to demonstrate our ability and willingness to 
bring to the people we serve, the benefits of a method which will admit of a 
more economical generation of electric power than is possible with conventional 
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fuels. This is an attempt to bring about the use of a natural resource which 
has to be processed, but which nevertheless is and always will remain a natural 
resource, We are willing to compete with all others in this venture. 
Sincerely, 
WALKER CISLER. 


Commitments and contractual obligations, as of May 15, 1954—The Dow Chemi- 
cal-Detroit Hdison and associates atomic-power-development project 


A tlocated 
project ‘echnical areas of work 
funds, 1954 
Private facilities 
Allis-Chalmers Manufacturing Co . $111,000 | Reactor mechanisms (control rod, core 
positioner); liquid-metal components 
American Machine & Foundry Co é 110,000 | Mechanical handling equipment 
The Babcock & Wilcox Co... 75,000 | Fuel element fabrication, heat transfer, 
fuel and structural material, corrosion, 
heat exchangers 
The Dow Chemical Co 246,000 | Fuel processing: alternate reactors. 
Ford Motor Co 75,000 | Fuel element fabrication 
Mine Safety Appliances Co 33,000 | Core container corrosion, heat transfer. 
Nuclear Development Associates, Inc 146,000 | Reactor physics caleulations 
University of Michigan 16,000 | Fuel processing (aqueous). 


Total, private facilities _ _ _- 812, 000 
Consultants 
H. A. Bethe : z Physics 
H. J. Gomberg.- .- a Do 
L. P. Smith ” ] Foe materia} 
G. BK. Whipple Health physics. 
AEC facilities: 
Argonne National Laboratory - -- J ) Fuel processing, fast reactor physics, liquid- 
metal components, irradiation testing 
Battelle Memorial Institute - -- ,000 | Fuel element fabrication, alternate fuel 
materials, physical properties of fuels 
Towa State College ) | Fuel processing (pyro metallurgy 
Massachusetts Institute of Technology 5,000 | Fuel element fabrication. 


Total, AEC facilities ____- 5, 000 
Project—Detroit working group: 
Cost of assigned personnel 587, 000 
Estimated general expense ; 000 
Total, Detroit working group ‘ 707, 000 


Total allocated project funds ’ 000 
Total funds available from project companies ’ , 000 


Balance of project funds unallocated at 904, 000 
May 15, 1954. 


1 Under consideration. 


Mr. Cister. Another aspect is the fact that the number of licenses 
required by the bill would be a burden upon applicants, and would 
be extremely difficult to administer. A single license certainly should 
cover all of the requirements of any project. This is a matter which 
can be corrected most readily perhaps by authorizing the Commission 
to issue one license to cover all integrated operations. Definite stand- 
ards and minimum requirements for issuance and revocation should 
be established by law. 

My final comment concerning the proposed bill has to do with 
section 102, Report to Congress. This section does much to nullify 
the improvements which have been written into the proposed bill, 
in that it requires a report to Congress and a waiting period of 90 
days, and perhaps further amendments, before any license may be 
issued. Congress would have the responsibility of passing on each 
and every type of use of special materials. The potential complica- 
tions are beyond imagination. 
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We should move forward courageously and confidently in the ap- 
plication of atomic energy to peacetime purposes. We should do 
this in a way which will not jeopardize the common defense and 
national security, and at the same time, we should endeavor to move 
along those paths that have made our country the leader of the nations 
of the world. 

I urge the committee to give careful consideration to the modifica- 
tions we have suggested and further that the law be amended at the 
earliest possible time so that we can proceed to make this great 
scientific discovery useful in advancing our economy, and demon- 
strate to the world our determination to make atomic energy a servant 
of mankind, rather than primarily a weapon of destruction. 

That completes, sir, my own presentation. I would like now to 
call upon Mr. Alfred Iddles. 

Chairman Corz. Before you do that, Mr. Cisler, members of the 
committee may have some questions to raise with regard to your state- 
ment, so I suggest that we allow that to happen, if there are any mem- 
bers that wish to do so. Mr. Holifield. 

Representative Hoxitrmaip. I am glad to have you before the com- 
mittee again. I am always happy to have your testimony. 

There are quite a number of points, of course, that I feel ought to 
be brought out as you have covered very few in your allusions to the 
bill. Your testimony has been in general a statement of approval, 
but without consideration of the bill in its many complicated sections. 

I suppose you have studied the bill that is before the committee, 
and your group, to quite an extent? 

Mr. Cister. Yes; we have, sir. 

Representative Hoxtrretp. Do you feel that you are well informed 
on the meaning of the language of the bill ? 

Mr. Cister. As we have understood it, Congressman Holifield, and 
I have the feeling that the presentations to be made by those who are 
here with me will perhaps bring out more clearly the general points 
which I have endeavored to make. I made them as general points, 
because I felt there are those here with me who are better qualified 
to discuss details and who have given the bill more careful thought 
and study. 

Representative Hotirretp. You speak of atomic energy as a natural 
resource. Just exactly what do you mean by that? 

Mr. Cister. I consider it to be a natural resource in the sense that 
it is another source of energy, another fuel—in this instance an atomic 
fuel. We are all familiar with the use of the conventional fuels, 
and the hydraulic energy of falling water for the generation of elec- 
tric power. Atomic fuels, and the extent of the known resources are 
very great, if utilized efficiently and with all of the potentiality that 
is available, would contribute immeasurably to the supply of the total 
energy potential of the world. I look upon it as a source of energy, 
as a source of fuel that man is endeavoring to harness, just as he 
has harnessed the gaseous, liquid and solid fuels and the hydraulic 
energy of falling water. 

In the atom there is this great potential source of energy that we 
are trying to develop and to conserve these resources in an economic 
sense. We believe that is a very important aspect. 

Representative Hoxrtrretp. We can hardly consider plutonium a 
natural resource as deposits of coal or as water falling from a height 
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to a lower level, in view of the fact that it has been developed from a 
natural substance, and it is not of itself a resource until it is changed 
by the technology which has cost the American taxpayers about $11 
billion; is that not true? 

Mr. Cister. I understand that the total investment in the atomic 
energy development for both military and peacetime purposes has 
been very great. 

Representative Houirtetp. And that has been borne by public funds. 

Mr. Cister. Yes; | believe that it has. 

Representative Hoiirievp. In view of that fact, what do you con- 
sider the role of the Federal Government should be in the production 
and distribution of this power? Do you think that the production 
and distribution of it should be solely turned over to private industry, 
or do you believe that the Government should retain equity areas in 
there similar to that which it has retained in hydroelectric power 
sources ¢ 

Mr. Cistrr. I believe, Congressman Holifield, that industry should 
have a fair opportunity to put its resources to work on the develop- 
ment of atomic energy. I think that we must realize that unless 
atomic energy can be developed in an economic sense, so that it be- 
comes a support to our economy, rather than a burden upon our 
economy, there can be no widespread application or use of it for 
peacetime and other industrial purposes. 

Representative Hontrretp. Have you any reason to believe that 
there has not been fast and rapid progress since 1946 in the tech- 
nology ? 

Mr. Cister. I think there has been a great deal of progress, Mr. 
Congressman, and I believe there can be still greater progress in the 
years ahead. Over a similar period of time in the years ahead, I 
think there can be even greater progress made if industry is given 
a fair opportunity to participate in its development. 

I think we must realize, too, in that connection that not only is the 
experience of literally whole generations of people engaged in indus- 
try needed, but also this is going to be an industry requiring very 
large investment. Great sums of money are going to be required to 
carry out the construction of such fac ilities. In other words, it is 
going to be a high investment industry once an economic determina- 
tion has been accomplished. 

Representative Hoxrrrerp. You are aware that the President said 
in his speech on February 17 as follows: 

Generations of normal scientific development have been compressed into less 
than a decade. Each successive year has seen technological advances in 
atomic energy exceeding even progressive estimates. The anticipations of 
1946, when Government policy was established and the Atomic Energy Act was 
written, have been far outdistanced. 

You are aware that he testified to the remarkable progress which 
has been made, and on the basis of that if we continue in the future 5 
or 6 years as we have in the past, would you have any reason to doubt 
that there would not be also remarkable progress made in the ensuing 
10 years? 

Mr. Cister. Yes; I am sure that very great progress can be made. 
At the same time, I feel that still far more than that can be made if 
we allow industry and private investment to have a fair opportunity 
to carry out this development. 
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I think it is well for us to remember the vast amounts of energy 
which are required, for example, in the generation of electric power. 
At the present time in this country, there is now under construction 
for operation before the end of 1957 more than 300 units of generat- 
ing equipment, averaging about 100,000 kilowatts each, which means 
that the thermal equipment to be added to the interconnected power 
systems of the United States over the next few years is in excess of 
30 million kilowatts. That keeps our country strong in its electric 
power requirements. 

As we look ahead, more and more of the electric power of this coun- 
try will be produced by the burning of the conventional fuels or by the 
use of the atomic fuels if we can dev elop the economic applic ation of 
them. Not only is that true here in the United States, but I believe 
it holds true in other parts of the world. We must look to fuel in the 
years ahead for an even greater part of our electric power require- 
ments. Because we are t: king about almost every corner of the coun- 
try and certainly many parts of the world, we must, in my opinion, de- 
velop the opportunity for all of those possibilities to be explored and 
developed. That is the way that we will have the widespread use and 
the widespread benefits of atomic energy. 

Representative Horirrerp. I think we can all agree with that 
philosophy, Mr. Cisler, but I want to nate: you again the question, 
do you believe the Federal Government should have any part in the 
production and distribution of atomic power in the future? 

Mr. Ctster. I believe that is a matter which should be the judg- 
ment of the Congress and not an individual. 

Representative Hotirrecp. We are writing a power bill here, and it 
is certainly of importance to us to find out what your belief is in the 
subject. It is merely a matter of putting on the record your belief 
in this because this is what we are legislating on. If you don’t care 
to answer, of course, that is your privilege. 

Mr. Crster. No; I would like to answer that. I feel that at the 
present time none of us, other than the Federal Government, whether 
it is a privately owned power system, or municipal system, is able to 
have any effective part in the development. 

Representative Horirreip. I am not quite sure that I understand 
your answer, sir, because it took you so long to get to the end of it. 
But I assume that you mean that in addition to all elements of private 
power participating in this, that you would have no objection to mu- 
nicipally owned plants and the Federal Government where it was 
necessary for the Federal Government to build reactors also to 
participate in it. 

Mr. Cistrr. That is very true, sir. We class the power systems as 
those which are privately owned, those which are federally owned, 
and those which are non-Federal. For example, the city of Los 
Angeles; neither the city of Los Angeles nor the Detroit Edison Co. 
under the present law can participate or have ownership of the facil- 
ities or materials. So we are both in exactly the same class. 

Representative Horirmip. You believe that both should have access 
to the right to participate? 

Mr. Cisier. Yes, sir. 

Representative Horirreip. I am glad to hear you-say that, of 
course. 
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In the case where atomic power is produced in Government-owned 
plants, do you believe that public power entities should have first 
preference in the distribution of such power as is contained in the 
Federal Power Act now on Government-produced power, or do you 
suggest a different arrangement / 

Mr. Cister. I believe that there should be no preference. I believe 
it should take its rightful place in the economic order and that there 
be no special preference for the distribution of atomic generated 
power as compared to the conventional. 

Representative Horirmetp. Then you advocate a different system 
than is now contained in the Federal Power Act? 

Mr. Cister. Yes, I believe that is not a fair situation that now exists. 

Representative Hotirrmeip. As I understand it, you advocate a differ- 
ent system of considering atomic power in the future when it is pro- 
duced in a federally financed plant than you do public power which 
is produced ina fede rally constructed hydroele ctric project ? 

Mr. Cister. No. What I am saying is this, Congressman Holifield : 
regardless of whether the power is generated by atomic means or by 
hydraulic means or by conventional fuel means, it should be 

reated in exactly the same way as the law that governs the sale of 
any power provides. 

Representative HotirreLp. We are going into a new era and a differ- 
ent type of production of power. This is different from anything 
that has ever happened before in that the source of the heat comes 
from atomic fission and the control thereof comes from technology 
which has been laboriously constructed over the past 8 or 10 years by 
Federal funds. 

Mr. Cister. I feel that only a part of it has been done—only a part 
of what is necessary. This has not been completed yet. 

Representative Honirimxp. I realize that. 

Mr. Cister. There is much yet to be done and much money to be 
expended. I believe that time will prove that more money is yet to 
be expended on the civilian aspects than has probably been expended 
so far. 

Representative Horrrretp. I am confident you are right on that. 
Do you believe that this bill as it is written affects State and Federal 
statutes governing the field of electrical power ? 

Mr. Cister. There is one section in the bill where interstate com- 
merce is touched upon. That would affect some systems, like our 
own, which are entirely intrastate. The interstate commerce aspect 
of the bill certainly should be defined to make its meaning clear. 

Representative Horirterp. Is it not true that there is a great gap 
of lack of legislation between federally produced atomic power and 
conventional power at this time, and that if the laws which now apply 
to power do not apply to atomic power, that there is a great area there 
which is not covered ¢ 

Mr. Cister. I don’t believe so, Mr. Holifield. I feel that local and 
State laws apply in many respects. I believe that the security and 
health and safety aspects certainly require Federal supervision and 
control. I think there will be need to be passed on to local authorities 
this knowledge regarding health and safety. 

Representative Horirrerp. Of course, this is controlled under pres- 
ent law. 
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Mr. Cisuer. Yes. I believe there should be a continuation of the 
controls regarding national security and defense and health and 
safety where those apply. 

Representative Horrrrexp. I think so, too. 

Mr. Cister. We would not ask for any changes which would in any 
way weaken, so to speak, the national security, health, or safety. 

Representative Hoxtrrmxp. I am certain that none of us would do 
that. But we are not concerned with that area at this time. We are 
discussing the power part of the bill. 

Mr. Cister. From the power standpoint, Mr. Holifield, we believe, 
for example, in Michigan that the Michigan Public Service Commis- 
sion is well qualified to deal with any aspects of this in relation to the 
investment necessary, the need for the investment, the adequacy 
of the power that would come from it. We are dealing with them all 
of the time. Weare under their jurisdiction. We like to feel, and we 
believe that we are correct in feeling, that atomic fuels will be an- 
other source of heat energy that will come to supplement and not 
to supplant the existing. 

I was present just less than a week ago at a meeting in Cincinnati 
of the American Mining Congress, and there presented a paper in 
which I endeavored to show that this increasing requirement for elec- 
tric power and increasing requirement for the conventional fuels 
meant that in the years ahead, even with the development of atomic 
energy, that very substantial quantities of solid fuel—coal, for ex- 
ample—would be required, and that there was room for both the con- 
ventional fuels and for the atomic fuels, and the coal-mining industry 
should look to increased production of solid fuels over the years ahead 
to help carry a part of the increased requirements of heat energy 
over the next 10 to 20 and the years ahead. In other words, atomic 
energy is not going to come in and replace existing requirements for 
the conventional fuels, nor do I believe that it will come in to replace, 
so to speak, or to take the place of increased requirements of those 
fuels for new installations which are going to continue to be made. 

We have these 300 units now being constructed throughout the 
country. There is going to be another 300 in the years ahead, and 
still more. 

Representative Horirretp. Mr. Cisler, I do not think there is any 
doubt in the minds of any of us that this new source of power will be 
used, and will be needed, and will supplement. We may be wasting 
time in dwelling on that. So I would like to get to some of the ques- 
tions I would like to ask you. 

Do you believe that amending the McMahon Act that the chief 
justification for it at this time is to open up this great new era of power 
resource? That is one of the principal, if not the principal point. 

Mr. Cister. Yes, I believe the objective as we have endeavored to 
state it here is a worthy one. It justifies revisions in the act to 

ermit that to be done. I believe that if it is done, the country will 
e stronger because of it. 

Representative Hortrrecp. You are aware that in the act there is 
very little legislation on the public and private responsibilities in the 
development of this power, are you not? That it treats it in a very 
small way, that it treats it almost indifferently? As far as establish- 
ing where this new power falls, does it fall in the category of all con- 
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ventional power, or is this power that because of its tax cost of origin 
is a matter that is peculiarly affected with the public interest, and 
therefore should be given consideration as to where it is placed in 
our economy ¢ 

Mr. Cister. I believe that in order to place atomic energy in its 
proper position in our economy, it must have economic justification. 
Unless that is accomplished then it has no supporting place in our 
economy. 

The electric power or the heat energy coming from atomic fuels is 
no different, it will do no more and no less, than a similar amount of 
heat energy coming from the conventional fuels. What makes the 
difference is the way in which it is released and the problems which 
are involved in its release and in its utilization. 

Representative Horirrevp. And also the fact that the possibility of 
its release has been made possible through the expenditure of $11 
billion worth of the taxpayers’ funds. 

Mr. Cister. In part, certainly. 

Representative Hotirmetp. You testified in your statement on page 
7 that your company and your group, I suppose, have expended $1,- 
500,000 to date in research and development, and that you contem- 
plate spending $2,600,000 this year in research and development. Is 
that so? 

Mr. Cister. Yes, sir. 

Representative Hoiirretp. Now, to what extent are these funds 
which you have spent and you contemplate spending covered in your 
cost of operation ¢ 

Mr. Cister. I do not believe I understand the question. 

Representative Horirrmip. Let me state it in a little different way. 
You testified that you have spent or will spend something like $4,100,- 
000. Where does this money come from ? 

Mr. Cister. This money in the case of the Detroit Edison Co. comes 
out of our operating expenses. 

Representative Horirretp. It comes out of your operating costs. 

Mr. Cister. We have been told by the Michigan Public Service 
Commission to what account to charge this. Atomic energy develop- 
ment is a part of our research, and we have been carrying on research 
and development in this field for many years. 

Representative Hotirrmetp. And therefore it is covered in your op- 
erating costs. 

Mr. Cister. Yes, sir. 

Representative Horirrep. And it is a factor in establishing your 
rate structure by the Michigan Utility Commission ? 

Mr. Cister. Yes, sir. 

Representative Hoxirreto. Therefore, in making this investment, 
what you are in effect saying is that the people of Michigan who buy 
your power are making this investment in reactor development tech- 
nology for the future; is that not true? 

Mr. Cister. Yes. 

Representative Horirretp. And that if benefits accrue over and 
beyond ordinary conventional power, of course, that, too, will be re- 
flected in their rate structure. 

Mr. Cister. Yes, that is what we are hoping for, that the benefits 
later will be returned to them in sniunailieldale the economic utiliza- 
tion of atomic energy. 
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Representative Hotrrmxp. In speaking on the subject of licensing, 
I believe—and I want to be clear on this in my own mind—you asked 
that where the Commission grants a license that it should grant a 
license to an entire grid, rather than to consider each individual license 
upon its merits for a particular locality. 

Mr. Cister. I think we are thinking about a complete installation, 
Mr. Holifield. 

Representative Horirretp. What do you mean—just one complete 
installation, or a series of installations within a power grid ? 

Mr. Cister. No. We would be thinking about a complete installa- 
tion there that would not only use the atomic fuel for the release of 
the energy, but also some of the appurtenances required for processing 
and other needs in order to make this a complete atomic system. 

Representative Horirretp. In other words, you are anticipating 
doing some of the necessary processing work in your own establish- 
ments, rather than contracting with the Government for that service ? 

Mr. Cister. Yes. 

Representative Horirieip. I understand what you refer to on that. 
But does the number of licenses still require that a complete system 
be licensed with one general license, or would you anticipate, if you 
built 10 reactors, for instance, in a grid, receiving licenses for each of 
the 104 

Mr. Cister. Each of the 10. 

Representative Horrriecp. And each to be considered on its merits? 

Mr. Cister. Yes. That is the way we carry out our development, 
project by project, when we go before the Michigan Public Service 
Commission. We go before them with a particular project and : 
financial requirement. 

Representative Hotirrevp. But in regard to getting licenses in these 
reactors, you would have to come to the AEC for those? 

Mr. Cister. Yes. 

Representative Hotirretp. And you might have to observe different 
regulations. 

Mr. Cister. Yes. Certainly whatever would be the regulations to 
cover national security, health, and safety. 

Representative Horirieip. This is a very rapidly growing tech- 
nology and if you built a plant or a series of plants at many millions 
of dollars of cost, and the »y became obsolete, is it true that the cost of 
those plants would be covered in your operating costs ? 

Mr. Cisuer. They necessarily have to be covered in our operating 
and maintenance costs, and our set-asides for amortization and re- 
serves. I think atomic-energy plants have to be treated in exactly the 
same way as any other part of the facilities of the system. Some of 
them have a longer life than the other parts. It is a matter of judg- 
ment and experience as to the extent of accounting for each year of 
estimated life. 

I think it is well for us to bear in mind, too, that in connection with 
the use of the atomic fuels, that we are dealing with that part of the 
system of the conventional powerplant which represents less than 20 
percent of the total investment in the system. In other words, the 
cost of that part of a thermal powerplant used to produce steam is 
generally a little less than half of the total cost of the plant. The 
remaining part of the plant, the electrical part, remains approximately 
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the same regardless of the source of the heat energy. In the event of 

rapid obsolescence because of new tec hnology that would result in 
improvements or replacement of the reactor part of the plan, all of 
the other facilities use in connection with the original reactor would 
still be useful. So we would be concerned with a particular part of 
the system and a particular plant to be dealt with in connection with 
handling the matter of accounting for improved technology which 
might mean a replacement of a reactor after a period of a short number 
of years as compared to a longer period for conventional steam boilers, 
for example. 

Representative Hotirrerp. All boiled down, then, your statement is 
to this effect; that expensive atomic reactors built at this time when 
the art is rapidly changing and research and development is bringing 
in new thoughts every day, that if such plants were built and became 
obsolete within 5 or 10 years, and the amortization period was 20 or 
25 years, that would have to be converted into the rate structure. 
Obsolete plants would have to be converted into your rate structure, 
and the people of Michigan would have to pay for those mistakes, if 
they are mistakes. 

Mr. Cister. When you say incorporated into the rate structure, we 
would be hopeful that the accomplishment of this would result in the 
lowest eanibin cost of power. Dalian there was economic justifica- 


tion for doing this, there could be no justification for going into such 
installations. 

So, in answering your question, I feel that any early writeoff, any 
development expense which would be involved, would be spread over 
quite a bit of gross income. 

For ex: umple, this year will have an income of perhaps $200 million 


of gross revenue. 

Representative Horirietp. Mr. Cisler, I think you answered the 
question, that it would go into the operating cost and be charged to 
the ratepayers. 

Mr. Cister. It is a part of the operating expense. 

Representative Hotirreip. Although I have 85 questions here which 
I would like to ask you, I am going to desist at this time, because I know 
my colleagues may be getting a little tired of my questions. But I 
would like to ask one very important question, and this is this, that the 
widespread program of private reactor building, and ownership, right 
at this time, would increase the difficulties we may now have or might 
have in our international relations with certain friendly nations. Do 
you think that a postponement of such a private enterprise program 
right at this time would be a real detriment to the utility industry ¢ 

Mr. Cistrr. I believe that it would, sir. 

Representative Ho.trretp. What did you say ? 

Mr. Cister. I believe that it would. I believe there should be no 
delay in opening up the opportunity for industry to participate in 
this development. I believe that it will mean much to the future 
economy of our country and I believe that it will mean much to 
strengthening our position with our allies overseas, and in enabling 
them to take such advant: ge of our economic accomplishment as they 
could do. 

Representative Horirretp. I do not intend to pursue this line of 
questioning at this time, but I think you are aware of what I am talk- 
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ing about. Again you say that if certain friendly nations should 
object to a diversion at this time of atomic material into industrial 
application on a private-industry basis in our country, you would 
nevertheless say we should go ahead with it? 

Mr. Cister. Not if you say that there is objection to diversion. 

Representative Hotirretp. There is substantial objection. 

Mr. Cister. That I would not want. 

Representative Hortrretp. I wanted to give you a chance to correct 
the record, because I felt that your previous answer did not properly 
reflect your line of thinking. 

Mr. Cister. I assume that there is general agreement that -source 
materials could well be used for the research and development and 
economic use. 

Representative Hotirievp. That is all, Mr. Chairman. 

Chairman Cote. Any other members? Mr. Price. 

Representative Pricer. Mr. Cisler, the amount of $2,600,000 that you 
are placing into this program for research which Edison participated 
in, is that for the Detroit Edison Co. alone or is that for Edison Dow 
Associates ? 

Mr. Cister. That is for our group, Congressman Price. We have 
$2,600,000 from the 26 associates, and it varies in amount. The part 
that the Detroit Edison has in this is a half million dollars this year. 

Representative Price. How much ? 

Mr. Cister. Five hundred thousand dollars. 

Representative Price. Then it is for the group. 

Mr. Cister. Yes, sir. 

Representative Price. One other question. You went pretty much 
into detail as to your reason for desiring that the legislation should 
permit ownership of the source material. However, if in the judgment 
of Congress it were decided that they did not feel that they could go 
better than a leasing proposition, would that in any way retard in- 
dustry’s participation in the power program ? 

Mr. Cister. 1 believe it would, Mr. Congressman. I believe that the 
lack of right to have ownership of the materials would very seriously 
retard. 

Representative Price. Even in the initial research phases? 

Mr. Cister. In the initial research phase, that is not exactly the 
same, but I think, as I endeavored to point out here, we are rapidly 
reaching the point where we need to see clearly ahead that we are 
going to have the right to have ownership of the materials, especially 
the source materials. I think that progress would be retarded, and 
when we would come to the point of financing a very costly installa- 
tion, we would have very great difficulties. 

Representative Price. But it would not decrease the industry’s de- 
sire to participate and their effort to participate, would it, if Congress 
decided that they would not go any further than the leasing provi- 
sion ¢ 

Mr. Cister. I am sure that it would make the problems more diffi- 
cult. Progress could not be made as rapidly as it could be otherwise. 
I believe that it would restrict the widespread participation that we 
would all hope for. I think it would be a deterrent to the greatest 

progress. 
Representative Price. That is all. 
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Chairman Cote. Mr. Hinshaw. 

Representative Hinsuaw. In that connection, Mr. Cisler, where are 
you going to process your fuel rods? 

Mr. Cister. We would probably process them in some fabricating 
installation which might be owned by a private manufacturing or 
private fabricating concern. We need not necessarily do that right 
on the site. In other words, those fabricating operations need not be 
a part of the powerplant itself. What we want to do is to move the 
fuel into the powerplant to fission that fuel and to utilize the heat 
energy release, to remove the fuel elements, and if processing is re- 
quired to reprocess them and put the remaining potential energy 
of the spent elements back into new elements so as to conserve the use 
of the source materials. 

As you perhaps know, we are working on a breeder reactor which 
is the type of reactor which would bring about the full utilization of 
the potential. 

Representative Hrnsuaw. I take it that you anticipate, then, that 
there will be this tremendous chemical metallurgical establishment 
that is necessary at the present time for processing fissionable ma- 
terial available in private sources as well as in the Government? 

Mr. Cister. Yes, sir. 

Representative Hinsuaw. Have you any guaranty of any such or- 
ganization ? 

Mr. Cister. That is all a part of this development, Mr. Hinshaw, 
because in order to develop the economic use of atomic fuel, you must 
consider from the source material to the end products involved, and 
within that area there has to be developed a whole economic and com- 
mercial system in order to find the true economic answer to atomic- 
energy utilization. 

Representative H1insuaw. I presume that you have investigated the 
cost figures on such a plant? 

Mr. Cister. Yes; that is all a part of our research and development, 
and we are seeking ways in which costs could be reduced in these 
various processes which are required in connection with it. It is not 
just a single part of this whole development that has to be studied 
and evaluated. The processing of the fuel elements, the processing 
of the elements after they have been removed, the separation of the 
products and byproducts, the development of a commercial market 
for the isotopes, for medicine and agriculture and the like. It all 
has to be considered as a complete unit, rather than just separating 
out different parts. 

Representative Hinsuaw. It just occurs to me that is about as big 
an investment as the other part of it, is it not? 

Mr. Cister. It may possibly be. We are hopeful that it would 
not be, that we can find more economic ways of carrying out some 
of the other necessary functions which have to be served. The 
reactor is just a part of the whole system. 

Representative Hinsuaw. I realize that. Just to use the reactor 
as the heat source is a very small part of the whole thing, and yet 
it requires a great deal of investment. 

Would you propose to purchase your fissionable material from the 
Government or extract it yourself? 

Mr. Cister. Initially there would have to be a purchase or an 
arrangement made with the Government because the Government is 
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the only source of those materials at this time. 
permitted the ownership of those materials—— 

Representative Hinsuaw. Let us say the law is wide open now, 
and you can go into the business of producing fissionable material, 
processing it, ‘and so forth. Where do you start? You do not buy 
anything from the Government at all, but we open everything wide 
open. Who is going to put up the money in the first place and make 
the investment ? 

Mr. Cister. Private industry. 

Representative Hrnsuaw. Are you sure? Can you reproduce the 
K-25 plant? 

Mr. Cister. No; but I believe once we would get breeder reactors 
established that there would then be a source of materials to start other 
reactors. Initially we would have to have some of these materials 
from the Government for this particular type of development. 

Representative Hrysuaw. Then I suppose you would expect to be 
using oe as a heat source? 

Mr. Crster. In a breeder reactor, you have the fissionable material, 
U-235, reacting on the fertile material, the U-238, and converting 
that into a manmade material, Pu-239, which in turn is fissionable, 
and which will react upon the other fertile material. T hereby you 
create a reaction in which there is more fissionable material produced 
than isconsumed. That is the principle of the breeder. 

Representative Hrnsuaw. I understand; and perhaps you better 
not answer the question. I am very much interested. 1 don’t see 
how you are going to get started if we just open the thing wide open 
and we say, “Go to it, gentlemen; everything is in order. You have 
a $3 billion or $4 billion investment to make, but you can raise the 
money for that through private sources. Now, just go ahead and 
do it.” 

Mr. Cister. Of course, that gets into the technology that is involved, 
Congressman. 

Representative H1insnaw. And the economics. 

Mr. Cister. And the economics; yes. But I believe that initially 
there would be certain requirements of materials from the Govern- 
ment. 

Representative HinsHaw. So the Government would participate? 

Mr. Cister. I think that could be explained as to what is involved 
if we were free to do so. 

Representative Hivsnaw. That is all. 

Representative Van Zanvr. In your statement you say scientific 
and engineering development have oe more rapidly than an- 
ticipated a year ago. Then you support it by the statement that 
commitments have been made for the construction of large pressurized 
water-type reactors. Does that mean that the efforts of your group 
have produced unusual results during the past 12 months? 

Mr. Cister. Yes. We believe that more progress has been made 
in our own work during the past year than was anticipated during the 
past year. In other words, there is an acceleration of accomplish- 
ment and progress. That has been one of our purposes in reaching 
out for the breeder reactor, realizing that in many respects that might 
be more difficult to develop than some other types. We are attempting 
to accomplish this by organizing and carrying out the research and 
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development work so that the span of time between decision to go 
into that type of reactor and the accomplishment of it will be as short 
as possible. Certainly, during the last year it has become evident to 
us that we can overcome some of the problems and difficulties sooner 
than we had earlier anticipated. 

Representative Van Zanpr. Do these results that you mentioned 
have a tendency to convince your associates that they should spend 
more money in the effort ? 

Mr. Cister. I believe that in the matter of another year the budget 
requirements probably will be even more than the present year. We, 
I believe, are well organized in the matter of the management and 
the day-to-day direction of our project. We have already received 
the permission of your chairman to add to our testimony today to 
show you more fully how we are carrying out this research and 
development and economic determination. We have just come to 
Washington from a meeting of our executive committee, which meets 
once a month. This is a part of our business. This is not a paper- 
work study. We are actually doing work, as we will demonstrate 
to you, in not only the laboratories of the Commission, but in private 
laboratories as well as our own facilities. There is a whole series 
of research and development projects within this project itself. 

Chairman Corr. Thank you, Mr. Cisler. 

Mr. Cister. Thank you, sir. 

Chairman Corr. I assume your next witness is Mr. Iddles. 

Mr. Crister. Yes. 

Chairman Corr. We will turn right to him. We welcome you back 
with us again, Mr. Iddles. 
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Mr. Ippies. Thank you. 
Mr. Chairman and members of the joint committee, my name is 
Alfred Iddles. I am president of the Babcock & Wilcox Co., manu- 
facturers of steam-generating units and auxiliary equipment, heat 
exchangers, tubular products, refractories, and process equipment. 

I will confine my comments on H. R. 8862 to those sections which 
are particularly relevant to a company engaged in the design and 
fabrication of nuclear-power equipment. Babcock & Wilcox has 
entered this new field because we are convinced that nuclear fuels 
will be widely used for the production of electric power in the not 
too distant future and because much of the required equipment is of 
the type which we have the experience to engineer and build. 

As you know, B. & W. has long been a contractor in the AEC’s pro- 
gram. We have handled projects ranging from. work on the Brook- 
haven reactor to fabrication of equipment for the nuclear powered 
submarines. We have been associated with the Dow-Detroit project 
since its inception and are cooperating also with other industrial par- 
ticipation program groups, including notably the Nuclear Power 
Group and Newport. News Shipbuilding & Dry Doe k Co. We are 
now authorized by the Commission to operate as a separate unit of 
the industrial participation program with emphasis on problems re 
lated to design and fabrication of equipment. From this background, 
1 submit the following remarks for your consideration. 
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An important prerequisite for the development of any new industry 
is fair and just patent protection, with ample opportunity for those 
who make worthwhile inventions to profit by their inventions. Two 
of the most valid objections to the Atomic Energy Act of, 1946 are 
that it revokes the right to patent inventions “useful solely in the 
production of fissionable material” and that it provides for compul- 
sory licensing of patents covering inventions which “utilize or are 
essential in the utilization of fissionable material or atomic ene rgy.” 
The joint committee has gone a long way toward restoring the rights 
of the American inventor in the field of atomic energy by now spon- 
soring the removal of these restrictions from the act. It is to be ex- 
pected that this change will lead to a corresponding modification in 
the patent clauses used in research and development contracts issued 
by the Commission and its prime contractors. We hope that the final 
result will be a minimizing of the present substantial differences be- 
tween the patent clauses in Commission research and development 
contracts and those in gene oa research and development contracts for 
the Armed Services as set forth in Armed Services Procurement Reg- 
ulations, section LX, 

The only suggestion we have for revision of this bill with regard 
to patents is that section 152 of the nonenforcement of patents in the 
research and development field should be deleted as inconsistent with 
the United States patent laws, or at least limited to research and de- 
velopment carried on with Government funds" 

The objective of this bill “to encourage widespread participation 
by private enterprise and others in the development and utilization of 
atomic energy for peaceful purposes” can only be attained if the 
basis of participation is made sufficiently attractive for investment 
of private capital. The provisions for the private ownership of 
licensed production and utilization facilities are undoubtedly helpful 
in this respect. However, the proposed arrangements for the licens- 
ing of production and utilization facilities are subject to such strin- 
gent and complete control by the Commission as to design, construc- 
tion, and operation, that we seriously question whether the private- 
power industry would be sufficiently attracted or able to finance such 
plants at normal investment rates. I refer specifically to the reten- 
tion of ownership and control of prices of all special material by the 
Commission, the power of the Commission to modify the ap plicable 
rules and regulations at any time, and the power of the Commission 
to retake possession of the spec ial material for any alleged violation 
of the license, whether or not a willful violation, without the user 
having an opportunity to correct the situation. All of these items 
contribute to an uncertain franchise situation and the possibility that 
an important segment of the user’s power-generating facilities may 
be rendered inoperative for an indefinite period. ; 

Another point which might well be reconsidered is the requirement 
that not more than 5 percent of the stock of a license applicant be 
alien-owned or controlled (sec. 103). This appears to be an im- 
practicable method of handling the problem of alien control. Also, 
the statement in section 54 prohibiting the distribution of special ma- 
terial except on terms “that no applicant will be enabled to construct 
an atomic weapon” needs clarification and amplification to avoid the 
possibility of an interpretation which could nullify any nuclear-power 
program. 
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B. & W. wishes to go on record with a strong endorsement of (1) the 
establishment of an Inspection Division and a Review Board, (2) the 
provision in section 33 that the Commission may conduct research 
for others, (3) the requirement that the Commission permit the widest 
use of special material and atomic energy for research and develop- 
ment and for medical therapy (sec. 105), (4) the requirement that 
reactor operators be licensed (sec. 108), and (5) sections 145 b and c, 
which restrict the Commission’s power to control information and 
provide for periodic review of restricted data. 

Summarizing B. & W.’s position, we believe that this bill will mate- 
rially hasten the development of a nuclear-power industry, provided 
that the licensing arrangements can be changed to handle more real- 
istically the problems current in the power field. We believe this 
can be done with ample safeguards for the common defense and 
national security. 

Chairman Cour. Thank you, Mr. Iddles. Are there questions from 
the committee? Senator Hickenlooper. 

Senator Hickenvoorer. I would like to ask Mr. Iddles about the 
review on the patent provisions. One of the problems which faces 
us, of course, in any change in the legislation is that certain companies, 
either through the benefit of contractual relationships with the Com- 
mission heretofore or otherwise may have put themselves in a position 
to take the lead in this patent field and preempt it almost, where com- 
panies which have not been experienced in this field might find 
a great handicap. 

Do you feel that it would be reasonable if some device could be 
worked out so that no undue advantage in the patent field either by 
past experience or equipment or anything of that kind might accrue to 
certain so-called favored companies for a period of time ? 

Mr. Ippies. I can imagine that is a problem facing you gentlemen. 
It is not likely to be a very large problem because the fundamental 
patents, the fundamental knowledge has been developed by the Gov- 
ernment, and the patents are very likely to be of relatively small size, 
so that it would be unlikely that any one company would have such 
a distinct advantage. 

If you can develop some judicial logical scheme for a transition 
period, it might make sense. 

Senator Hickentoorer. I can understand that argument, of course. 
Certainly I am one who supports the idea of letting the holder of a 
patent recoup himself. I am not averse to letting him make a profit 
on his invention. 

Mr. Ipptes. Thank you. 

Senator Hicken.woorer. But I cannot see the justic e of the reason- 
ing that your company, for instance, has occupied in some ways a 
favored position, having been a contractor for the Brookh: aven Na- 
tional Laboratory, I believe you said, and other things that you have 
done, which may give you a know-how basis which might enable you 
to quic ‘kly patent certain processes which the other fellow who had 
to learn the hard way after he got into it might not be able to reach 
for quite a while. I would be thinking of some equitable _ fair 
arrangement whereby you would not be unduly penalized in your 
company for inventions and yet which would still enable those vulitede 
at least for a time to be made available on a reasonable and proper 
basis. 
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Mr. Ippies. That is a very judicial viewpoint. I will remark that 
whereas this is not a generality applying to all manufacturers, it 
happens that all of my competitors are already in the business, and 
if I can beat them out in doing the next job in competition better, 
and get a patent on it, I ought to be able to do so. They have all 
supplied the equipment. 

Senator HickeNnwoorer. | certainly can subscribe to that sentiment 
1,000 percent. If they are all in the same business, then devil take 
the hindmost, because competition will take care of that situation. 

Mr. Ippies. It happens in our particular field that is true today. 

Senator HickenLoorer. I am envisioning this situation in the near 
future if matters would be successful, That some companies might 
be in a peculiarly advantageous position, and then if some other 
company that had never been in this field at all desired to go into 
it on its own, they might run up against patent restrictions which 
made it almost prohibitive for them to enter it. 

Mr. Invites. That could happen, sir. 

Senator Hicken.oorer. I do not know what they would be. I 
have not any particular thing in mind. 

Mr. Ippies. I believe the history and the largest part of the me- 
chanical world with which I am familiar has been that licensing of 
patents is fairly common. For our company I would be compelled 
by my conscience to license if it was the only way to do a job. This 
is not likely. But if it were, I would not like to see the United States 
Government, for instance, dependent upon one equipment maker. 
That would not be good sense to the Government or to us. 

Senator Hicken.oorer. I think it would have its disadvantages, 
all right. I think that is all, sir. 

Mr. Ippixes. Certainly with the Justice Department. 

Chairman Coir. Mr. Hinshaw. 

Representative Hinsnaw. I would like to know whether you feel 
it is essential to the successful operation of the utility business as such 
to own the special material, or whether that special material might 
just as well be leased, processed, refabricated, and again leased by 
the Federal Government, it having already established these very 
important plants to do that very thing. 

Mr, Ippies. That is a good-sized question. I cannot speak officially 
for the utility business, because I am not in it. 

Representative Hrnsnaw. I am asking you to speak for yourself. 
You are able to do that. 

Mr. Ippixs. As a supplier to utility companies over the years, we 
observe that it is more difficult for them to finance if they do not com- 
pletely control the facilities which they are financing. Even a water 
power license in times past has been subject to some little criticism 
on the part of the suppliers of money as compared with a steam plant, 
for instance, which a company could buy outright, and maintain, sub- 
ject only to the right of the Government domain. 

In respect to handling the material, and so forth, it seems to me 
that we should look forward to the possibility that an owner of a mine 
might work with some mining company to mine and process and 
obtain U-235. Obv iously, they are not going to do that on December 
of this year, but they might do it 4 or 5 years from now, and they 
might do it more economically than Uncle Sam, and they should 
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be permitted to try to do so, subject only to the use of the special ma- 
terial for governmental de fense purposes, which is always paramount. 

Representative Hinsuaw. You think, then, that as a corollary they 
ought to own the water that falls as well as the potential energy of 
its “falling? 

Mr. Ippies. No; that is going a little too far with the Lord. 

Representative Hinssaw. That is an analogous situation, it seems 
to me. 

Mr. Ippixs. No; is it not, sir, more analogous to the ownership of 
coal or oil in the ground ? 

Representative Hinsuaw. Coal is consumed completely and does 
not have to be reprocessed and is not a weapons material, so to speak. 
It is not dangerous and it does not have toxic effects, and so forth. 
Coal is mere ly burned to ash, and 15,000 B. t. u. per pound is removed 
therefrom. 

Mr. Ippirs. As a manufacturer of equipment, being very severely 
criticized at the moment for not being able to process that ash which 
goes out into the air—excuse me, sir, I am not trying to be facetious. 
But the whole problem of processing is a large one. But I have con- 
fidence that American mining and smelting and ingenuity in that 
chemical area will find a much better answer than the one we have now, 
and that they should be urged to try to find it. The urge comes from 
the incentive. 

Representative Hinsuaw. Do you think that at the present state 

of the art if the United States simply closed down its acme as far 
the production of fissionable material is concerned, and locked - 
the supply of fissionable material pending some future need, and 
said, “All right, gentlemen, the situation is free. Now go build 
yourself a processing plant in order to extract fissionable material 
from the ore, and the necessary processing plants for chemicals, and 
so forth, processing of the fuel rods after they are used, and all the 
rest of the plant facilities that are required for the production of this 
and that,” that the necessary capital would be raised? They have to 
start in. They have to produce this stuff in the first place before 
they can utilize it. 

Mr. Ippies. I would guess that the chances were about 10 percent 
that would happen, but I would still like to see the privilege provided. 
I am not arguing, sir, that the Government should instantaneously 
stop and the relationship and the cooperation of the program as it has 
been, and as it well may be for some years from now, can be a turnover 
that can be smoothly and properly done. 

Representative Hinsuaw. You also believe that could be done 
without the Government purchasing any of the byproducts of power? 

Mr. Ippxes. It is conceivable that it could be because most of those 
byproducts are fissionable if you use a breeder reactor. If the Gov- 
ernment wishes that material for defense purposes, then it should 
presumably have a priority to buy it. In fact, the Government has 
a priority on anything if it wants it, does it not? 

Representative HinsHaw. Presumably it does as far as the na- 
tional defense is concerned. I will withhold further questioning. 

Chairman Coxe. Mr. Holifield. 

Representative Hoitrietp. Mr. Iddles, you testified that you thought 
it might be unlikely that any company would develop an important 
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or basic patent within the next few years in view of the technology 
that has already been perfected ? 

Mr. Ippies. That is correct. 

Kepresentative Horirre.p. Or at least developed in the atom field. 
Is that not somewhat at variance with Mr. Cisler’s testimony that he 
expected tremendous developments in case private industry was turned 
loose in this field ? 

Mr. Ippies. It might be so considered, sir. It is a question of 
degree. 

Representative fa ee Let us assume that this statement of 
yours is true, and, if it is true, why would you be worried about us 
plac ing in the aet be i which might be in line with the Presi 
dent’s speech to the Congress on this subject in which he said that 
he would like to see the patent provisions of the Atomic Energy 

Act liber: — principally by expanding the area in which private 
patents can be obtained to include the production as well as the 
utilisation. of fissionable material while continuing for a limited 
period the authority to require a patent owner to license others to 
use an invention essential to the peacetime applications of atomi 
energy ¢ 

Mr. Ippixs. What is your question ? 

Representative Houirretp. My question is, if it is unlikely that 
an important or basic patent will be acquired in the next few years, 
and in view of the fact that the President has asked in his message 
to Congress that an interim period or limited period be provided 
whereby compulsory licensing did obtain, why would you object to 
having it written into the act? 

Mr. Ippres. I believe I replied to Mr. Hickenlooper that that might 
in the wisdom of Congress be a sensible thing to do for an interim 
period. 

Representative Horirrerp. You are aware of his further argument 
where he says until industrial participation in the utilization of 
atomic energy requires a broader base considerations of fairness re- 
quire some mechanisms to assure that the limited number of com- 
panies which as Government contractors now have access to the 
program could not build a patent monopoly which would exclude 
others desiring to enter the field, and then he goes on and expresses 
the hope that “after a period of possibly 5 years all such limitations 
could be lifted. 

Mr. Ippies. That might, sir, be a good answer. There is, however, 
the broad requirement that the more incentive you supply, the faster 
you will have industry working on this problem. Bear in mind, also, 
please, that my entire viewpoint today is that of a manufacturer and 
not of a process person. I cannot talk from the process standpoint 
because it is not our field. 

Representative Horrrrecp. You also said that you would be com- 
pelled by your conscience to license your competitors if nothing else. 

Mr. Ipptes. As evidenced by our past prac tice. 

Representative Horrrrerp. Yes, sir. Then why would you object 
to having that written into the law and make it a matter of compul- 
sion, rather than depending upon your conscience which might con- 
ceivably not be in charge of that division? You might be gone and 
someone else might come in with a different conscience. 
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Mr. Ivpies. That is correct, sir. But on the other hand, I would 
not like to give everything that we might develop willy-nilly to all 
of our competitiors because then you obliterate all of the benefits of 
the patent law setup which has been quite successful in the United 
States, I think, for several decades. 

Representative Horirrme ip. But in your statement you brought out 
very clearly the fact that B. & W. has long been a contractor in the 
AEC program: 

We have handled projects ranging from work on the Brookhaven reactor to 
fabrication of equipment for the nuclear powered submarines. 

Mr. Ipptes.: That is right. 

Representative Hotirtep. You want to place your company in the 
position that because of this long experience it can step in and get 
patent equity advantages, and at the same time preclude others not 
having had that experience and not being ictueatl enough to obtain 
some of the future limited contracts from obtaining the advantage of 
this technology which has been pad for by the people’s moneys, 1S 
that not true? That is your position ? 

Mr. Ippies. It happens that the Atomic Energy Commission has 
been extremely successful in preventing our monopoly, and our com- 
petitors have been equally well provided wie opportunities. 

Representative Hotirtretp. That is true, but that is because the Me- 
Mahon Act had provisions in it and because the contracts had clauses 
in them. I notice as part of your testimony that you advocate that 
the Atomic Energy Commission—on page 2 of your testimony : 

It is expected that this change will lead to a corresponding modification in the 

patent clauses used in research and development contracts issued by the Com- 
mission and its prime contractors. 
So what you are in effect asking is that if no patent provisions are 
yut in the bill, that the Commission also refrain from using type A, 
B, and C patent clauses, which it now puts in its different contracts, 
and which has given to the Government that protection which you 
mentioned. Is that not true? 

Mr. Ippres. I hope that the new law does eliminate those clauses 
because I know of several instances in which companies have had 
bright ideas that they have not divulged to anybody because they 
would not give them out. 

Representative Horirmip. This is a very interesting statement on 
your part. We have been contracting with these companies and we 
have been paying them the taxpayers’ money, and they have come 
across as a result of those contracts certain bright discoveries, and 
they have refrained from bringing them out into the open because 
they wanted to hold it for their own special interests. 

Mr. Ipptes. No, sir. 

Representative Hoxtrrerp. Is this acting in good faith with the 
Government ? 

Mr. Ippies. Yes, sir. Those ideas did not emanate from anything 
that was learned from the Atomic Energy Commission or any Gov- 
ernment information. They are bright ideas concerning how to put 
something together for a particular circumstance. 

Representative Horrrrecp. We were talking about contracts for the 
research and development in the atomic energy projects, sir, when you 
made your statement. 
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Mr. Ippies. Anything that comes up under a research and develop- 
ment program that emanates from information that is obtained from 
Government sources is presumably sent back to the Government, which 
is O. K. 

Representative Horirretp. I find your testimony now at some vari- 
ance with your statement a minute ago, and I believe that rereading 
the statement will convince you that you said that the reason you 
wanted these contract provisions eliminated was because you had 
knowledge of your own that companies had refrained from making 
known to the Atomic Energy Commission certain bright ideas which 
they had, although they were compelled by the law and by the con- 
tract to make those br ight ideas known if they were devolped during 
the period of a research and development contract paid for by the 
Government’s money. 

Mr. Inpixes. No. Those ideas did not emanate from any govern- 
mental activity or any governmental paid-for information. 

Representative Hotirm_p. Then what pertinence do they have to 
this discussion in which we are discussing contracts of the AEC that 
have those clauses in them and which you say have caused them not 
to make known those ideas? 

Mr. Ipptxs. That is my opinion, that you would have a greater 
degree of activity and exploratory development work on the part of 
the industry if you permitted them to have the patent rights not 
only for activities outside of research and development, but also for 
research and development work. 

Representative Hoirierp. Certainly. You are entitled to that 
opinon, sir. 

Mr. Ipptes. That is right. 

Representative Hortrtetp. But it does not happen to coincide with 
the McMahon Act, and with these patent provision clauses that have 
been put into all contracts, I understand. 

Mr. Ippies. We have subscribed to and fulfilled all the contract 
obligations. 

Representative Hottrm.p. Your statement leads me to a very in- 
teresting surmise. Assuming that there is a compulsory patent pro- 
vision put into this bill which lasts for 5 years, and assuming that 
technology is made known to all people, and 3 years from now a 
completely private contractor enters into a contract with the AEC 
in which they put all the money into building the reactor, and then 
on the 6th year they take this technology that they have acquired 
up to the next 3 years, and in the 3 years after that, and as a result 
of that they file patents on the sixth year from the date of this act, 
for advantages which they have attained during the next 5 years; 
will not that give to that limited number that participate in the next 
5 years in the building of privately financed reactors an unusual patent 
advantage over the rest of private industry ? 

Mr. Ipptxs. I would not think it would, sir. 

Representative Hotirretp. You would not think it would? 

Mr. Ippies. You have to have some kind of a transition period or 
else you are going to forever have Government operation, which I do 
not agree with. 

Repr esentative Horirievp. It is going to take about 5 years to build 
these 5 reactors of the Government, is it not? 
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Mr. Ippixs. More or less. 

Representative Horirietp. Approximately 5 years. We will have 
no operating experience of those reactors so we will not be able prob 
ably to estimate accurately the worth of the different reactors, will 
we? 

Mr. Ippres. It probably will take 4, 6, 8, 10 years before you will 
know a great deal about some of these new reactors that are being 
built now. 

Representative Hottrietp. That is right. So during this period 
of time when we are developing these reactors which you say will 
possibly be from 5 to 10 years, there will be no protection to the 
Government against f: avored participants patenting these processes or 
mechanical inventions, even though the 5-year compulsory licensing 
provision is put into the act. 

Mr. Ippies. Would you have it otherwise ? 

Representative Hoirrrevp. So if we have to have protection for the 
Government, we would have to have it at least 10 years according 
to your statement. 

Mr. Ipptes. Would you have it otherwise ? 

Representative Houirrecp. | am asking you the question, sir. I am 
seeking information on this subject. 

Mr. Ipptes. The more incentive that is provided, = faster you will 
have inventions and development work carried on. I do not honestly 
think that the Government or the people of the United States are 
going to suffer from letting industry have those patent rights. 

Representative Horirietp. But you would preclude all of industry 
from having those rights. 

Mr. Ippies. No. 

Representative Hotirrecp. You would want those rights to accrue to 
the favored few who participate on Government contracts. 

Mr. Ipptes. No; I did not say that. 

Representative Hoxiriecp. That is the natural result of your state- 
ment, sir. 

Mr. Ippies. No; because there are all kinds of competitors in all 
parts of this field that are being engaged in this work. Some of them 
might come along 10 years from now and try to get into the field and 
be handicapped. So it is with the design of a steam turbine. A man 
that now wants to build a 100,000-kilowatt turbine is terribly handi- 
capped because of the patents owned by General Electric, Allis Chal- 
mers, and the others. 

Representative Hotirtetp. They got those patents as a result of the 
expenditure of their own money, and not the expenditure of the tax 
money of the people. The tax money did not build that technology. 

Mr. Ippies. The taxpayers’ money is not determining these new 
inventions, either. That is being done by the ingenuity of engineers 
and scientists. 

Representative Hotirre ip. That is, of course, the point at issue 
here. 

Mr. Ipptes. That is right. 

Representative Horirtretp. That is, whether the technology which 
has been developed at Government expense shall be placed to one side 
and a free and open race be given at this time to the limited number 
of participants in the program. 
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Mr. Ippies. But the ultimate gain to the citizen of the United States 
is approximately the same. 

Representative Hoxirteip. In summary, you would prefer that the 
President’s recommendation with regard to a limited period of pro- 
tection of the patent rights be not written into the act, is that right? 

Mr. Ipptes. From the standpoint of a manufacturer of equipment, 
that is correct. I am not setting myself up as a judge of the overall 
social advantages in the whole program. 

Representative Hoxirrevp. I realize that. I realize that you are a 
witness before the committee, and are testifying on the point that is 
of interest to you. 

Mr. Inptes. That is right. 

Representative Hotirrmeip. You would also ask that type A, type B, 
and type C patent prov isions which are now common to Government 

AEC contracts with contractors be also removed from the contracts ? 

Mr. Inpixs. Yes, sir. 

Representative Houirrerp. Thank you, Mr. Chairman. That is all. 

Chairman Cote. Mr. Iddles, I would like to clarify your statement 
with respect to those instances that you know as of your personal 
knowledge where information upon which the patent might be based 
has been withheld because the holder of that iinemnation or that idea 
was unwilling to have it put under Government wraps. Do those 
instances of which you know of your personal information occur as 
a result of, pursuant to, or in connection with a Government contract 
with those individuals? 

Mr. Inputs. No, sir. 

Chairman Corr. There is no connection whatever between the dis- 
covery of those ideas and the use of Government funds? 

Mr. Ippies. That is correct. 

Chairman Coxe. In connection with this business of a transition 
period, 5 years, 6, 8, 10, I understand the theory is that any new 
patentable idea or any new patent in the atomic energy that occurs 
within the next 5 years shall be open to compulsory licensing. Is 
that your understanding of the transition concept ? 

Mr. Ippies. That could be a way of setting up a transition period. 
I did not argue for it, but I could accept it. 

(The following letter of Mr. Iddles is hereby made a part of the 
record. ) 

Bascock & WiLcox Co., 
New York, N. Y., May 19, 1954. 
Re joint committee hearing May 10, 1954. 
Hon. W. STertine Core, 
Chairman, Joint Committee on Atomic Energy, 
United States Senate, Washington, D. C. 


Dear Mr. Core: I have reviewed the transcript of the statement which I made 
before your Joint Committee on Atomic Energy, and particularly that portion 
dealing with possible withholding of inventions adapted for use in the atomic 
energy field. I have also searched my memory and investigated the situation 
so far as the Babcock & Wilcox Co. is concerned. 

I think it only fair to your committee and myself that I now correct my 
extemporaneous answers on these subjects, as follows: 

I do not have any specific knowledge of any withholding of such inventions, 
and I must say in all frankness that my answers to the committee on this point 
were based solely on rumor and that the source of these rumors and any details 
with respect to them are entirely beyond my knowledge or recollection. Conse- 
quently I wish categorically to withdraw my answers in this connection. 
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May I say also with respect to the Babcock & Wilcox Co., that I do not know 
of the withholding of any information on inventions made or conceived in connec- 
tion with our work on atomic energy projects. The Babcock & Wilcox Co. has, 
I am informed and believe, scrupulously lived up to its obligations in this connec 
tion. I much regret that I permitted myself to give answers which were based 
on vague and unsubstantiated rumors. However as such answers were made, I 
trust that you will understand my desire to set the record straight. 

One other matter I wish to call to your attention with respect to my statement 
is that I seem to have taken inconsistent positions with respect to the type A, B, 
and C clauses used in research and development contracts. My position is, as 
set forth in my prepared statement, that these provisions might well be modified, 
but I do not recommend or urge their total elimination. 

Faithfully yours, 
ALFRED IDDLES, President. 

Chairman Corr. Mr. Cisler’s group has advocated a compulsory 
licensing period for a 4- or 5-year transition, is that right? 

Mr. Cister. No. I think we have not advocated. 

Chairman Cote. Of course, you advocated a transition period of 5 
years. I guess you said 6 years instead of 5. 

Mr. Cister. I think not. 

Chairman Coir. How do you propose to do it? You do not want 
any transition period at all? 

Mr. Cisier. I think I will ask Mr. McQuillen to speak on that. 

Chairman Corre. We will wait until Mr. MeQuillen testifies. 

Thank you very much, Mr. Iddles. If there are no other questions, 
your next witness is Mr. Kucher ?¢ 

Mr. Cister. Yes, sir. 

Chairman Core. Mr. Kucher is a stranger to us until today. 


STATEMENT OF ANDREW A. KUCHER, DIRECTOR, SCIENTIFIC 
LABORATORY, FORD MOTOR CO. 


Mr. Kvucuer. Yes, sir, the first meeting. I am glad to know you, 
sir. 

My name is Andrew A. Kucher, and I am director of the scientific 
laboratory of the Ford Motor Co., one of the companies associated 
in the Dow Chemical-Detroit Edison & Associates atomic power devel- 
opment project. 

The scientific laboratory of the Ford Motor Co. was established to 
explore basic phenomena related broadly to problems of transporta- 
tion with emphasis on propulsion. All forms of conversion of energy 
into mechanical motion are of major interest to the scientific labo- 
ratory. Therefore, any new and significant source of energy, such as 
nuclear energy, is of primary importance to us. Is is our business 
to be on the alert for new techniques of propulsion for cars, trucks, 
tractors, locomotives, and so forth. Although at the moment the di- 
rect use of nuclear energy for this purpose appears to be fraught with 
great technical difficulties, nevertheless such an important source of 
energy must not be dismissed nor the technology ignored. The vast 
future implications of atomic energy are in an area of pertinent tech- 
nical interest and, therefore, we seek to be as broadly informed as 

yossible. 

Expenditures for research and development in the atomic energy 
field have indeed been enormous and rightfully so: The United States 
has a family of effective weapons. In order, however, that the public 
take advantage of these expenditures for peacetime uses, it is impor 
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tant that the results of research and development from the many AEC 
sponsored projects be disseminated as quickly and broadly as possible 
so that our industrial organizations may adapt pertinent information 
for peacetime public uses. This is the effective way to increase our 
national equity and maintain world industrial leade rship. 

We are intensely interested in nuclear technology as it might 
broadly affect the Ford Motor Co., and as a scientific tool in our re- 
search. We wish to have greater knowledge on the effects of intense 
radiation on industrial processes and on the structure of materials. 
During the past several months, my staff and I have visited two active 
centers of reactor research—Argonne National Laboratory and Oak 
Ridge National Laboratory—and the centers at Arco, Idaho, and Han- 
ford, Wash. 

The future national interest will be influenced to a large degree 
by the extent to which organizations such as the scientific laboratory 
of the Ford Motor Co. are permitted to be involved in the intimate 
technical subject matter relating to peacetime applications of atomic 
energy. Our collaboration with the Dow-Edison and associated 
companies nuclear-power-development activity has provided entree 
to technical subject matter and for mutual exchange of techniques. 
This access has already led to our contribution to the Dow- oe 
effort in the area of metallurgy. As knowledge has evolved, it has 
become apparent that met allurgical problems are of fundament: al im- 
portance to the overall program, and our effort is directed toward 
contributing to the solution of some of those problems. In addition 
the Ford Motor Co. has contributed a million dollars to the University 
of Michigan for a nuclear reactor—this to encourage unrestricted re- 
search in nuclear phenomena. 

The scientific laboratory of the Ford Motor Co. is but one of a 
great number of establishments which possess highly technical talent 
and competence that should contribute enormously to the more rapid 
development of peacetime uses of atomic energy. A more general 
liberalization of the factors which control the dissemination of tech- 
nical information is, therefore, necessary and desirable. 

Chairman Corr. Thank you, Mr. Kucher. Are there any questions 
from the committee ? 

Representative Honey. Mr. Chairman, I just want to say that 
I approve of the gentleman’s statement that he wants the knowledge 
made known as widely as possible, and that in his opinion the making 
knowledge as widely as possible is the effective way of increasing our 
national equity and maintaining world industrial leadership. I point 
out that if in this interim period that knowledge is restricted by 
exclusive patent rights to a few participating companies, that result 
would not be attained. 

Chairman Corr. Are there any further questions or comments from 
the members of the committee? 

If not, then, Mr. Cisler, we will hear your fourth witness. 
Mr. Crster. Yes. Dr. John Grebe. 
Chairman Cote. We welcome you again. 
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STATEMENT OF JOHN J. GREBE, DIRECTOR, OF NUCLEAR DEVELOP- 
MENT, THE DOW CHEMICAL CO., MIDLAND, MICH. 


Mr. Grese. My name is John Greba, and I am at present the direc: 
tor of nuclear research and development for the Dow Chemical Co. 
at Midland, Mich. I have prepared quite a talk with the help of 
our legal men, and feel that it is repititious, in view of the questions 
and answers that have already been given, so I would not want to 
bother you with repeating any of those ceili: Instead I would 
like to take the time to try to explain what would appear to be slight 
differences in the opinion between that which was given by Mr. 
Iddles and by Mr. Cisler. 

Chairman Core. Let me suggest that you put your statement in 
the record, because perhaps it would be better for us to judge whether 
you are saying anything worthwhile in the statement. You may put 
the statement in and then discuss your questions. 

Mr. Grepse. I would have no ob jection to that, except that I would 
like to leave one concept, that this statement would be specifically 
for what we think at Midland, and not necessarily hold for the whole 
Dow- Edison project. I would not want it to appear that we are 
speaking for all just like Mr. Iddles also said he was thinking pri- 
marily from the point of view of his particular type of company. 

Chairman Corr. Very well. 

(The statement referred to follows :) 

Mr. Chairman and members of the committee, my name is John J. Grebe. 
I am presently director of nuclear development for the Dow Chemical Co. 
at Midland, Mich. 

May I begin by saying that a reading of H. R. 8862 gives one a feeling that we 
are coming out of the dark ages of atomic energy and into the light of a new 
concept. It is the legislative recognition of a new era—a new pasture for 
the nourishment of a new industry. 

We feel it to be a bill designed for all the people. Its provisions will be a 
boon to industry, large and small. It makes possible the hiring of new workers, 
it opens the door for new research. In short, it breathes the spirit of free enter- 
prise. 

The first chapter makes proper declarations and findings. In essence, it says 
that Congress recognizes that a new industry is being born which, with regu 
lation by the Government for health and safety and defense, otherwise belongs 


to the people, reserving only that portion necessary to defense of the Nation. 
May I now quickly point up some of the high points of the bill which merit at 
tention and upon which our experience is such as to qualify us to speak 


Chapter 4, section 33, allows research to be done by the Commission in its 
facilities for industry at fair prices. This provision is an admirable example of 
a realistic approach on the part of this committee which will accomplish at least 
five things: 

1. There will not be duplication of such facilities by industry, thus conserving 
materials so precious in this business, S 

2. Research and development wil be able to move out rapidly. 

3. Government will get the benefit of industry’s new thinking as they solve 
problems together. 

4. It will enable the Government to maintain competent staffs without ad 
ditional cost and at full employment. 

5. It will assist the Government to amortize facilities which may become 
rapidly obsolete. 

Chapter 6 would naturally be more satisfactory to industry if it provided 
for ownership of special materials. However, it is my belief that ownership 
of special materials is not an essential ingredient of industrial participation if 
long-term leasing of such materials is provided, and fair standards are enacted, 
which assures a supply of such material necessary to maintenance of operations 
It is our belief that a system of leasing of special materials will haye to be 
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developed of such reasonableness as to convince the banker and the investor 
that a business developed in atomic energy is sound and will not be cut off at 
the whim of a commission who may decide that one business is not as important 
as another. The Commission has been very fair on this type of problem, but 
bankers do not lend to projects when the possibilities of success are not fairly 
well assured. I hope I make myself clear that stability and reasonableness must 
be inserted into the implementation of this section. This might either be done 
by Congress in the act or the Commission in regulation. We would prefer it be 
done by act of Congress for regulations are too easily amended. 

To comment briefly on chapter 10, I will say that all of the provisions ap- 
pear to be reasonable and necessary. The only factor which disturbs me is 
that a multiplicity of licenses (I believe some seven) are vital before one can 
engage in a business under the act. This may be necessary, but I think all will 
agree that it will cause administrative burden both to the Government and to 
the businessman or scientist seeking to engage in a business. 

Chapter 11, we believe, establishes all the safeguards that can be put on the 
international participation in atomic energy without completely hamstringing 
such participation. 1, personaly, have great faith in these controls. 

Now to skip to chapter 14 on patents and inventions. 

I would expect that cry of protest has already fallen on the ears of this com- 
mittee upon their stand on patents in this bill. The fact of this opposition 
comes from fear that developments will take place by industry. 

Words cannot express the gratification that we feel, however, that this com- 
mittee saw and recognized the importance of doing just what is done by this 
bill. 

An oppressive patent policy will hold back many developments. The human 
instinct is to be productive if there is incentive to be so. This section has taken 
advantage of this instinct and has turned it to the good of mankind and the 
Government. It takes strength, it takes statesmanship to come forth and declare 
itself, as this committee has done in the face of criticism of those who believe 
in Government ownership and socialism in its varying forms. 

The Government will get the advantage of any new ideas for its purposes. 
Nothing is taken away from the Government by this section; this position only 
adds to the productive might of America. Humanity will get the resylts of the 
great new ideas as they did with the automobile, the radio, television, and 
countless other developments. 

To take any position, than the one the committee has taken in this bill could 
only be justified if the patent system had failed. On the contrary, even the 
most callous Socialist must admit that our patent system, inherent as an integral 
part of our free-enterprise concept, has been largely responsible for our great 
industrial leadership. We must not kill the goose that lays the golden egg. 

The position of the committee is fully justified by the hearings conducted 
last summer when 52 witnesses testified. Three opposed normal patent pro- 
tection, 11 either did not express an opinion or proposed a compulsory licensing 
system. The balance, representing thousands of people of all classes including 
universities, large and small business, associations, and groups of scientists, 
overwhelmingly affirmed again that atomic energy is another branch of science 
and industry to be treated in the time-tested way. 

The position is again justified by history in the development of weapons. It 
has been the historic policy of the military to grant patents to the inventor, 
consequently America has had the lead in the newest and best weapons. 

Let me urge with all the sincerity I possess that you are right in this bill, that 
you should present it to the Congress in substantially its present form and I 
am convinced that its inherent reasonableness will make it the law of the land. 

Before I close, I have only one more point to make. The congressional in- 
tent is clear in this bill, but its implementation allows a great deal of discre- 
tion to the Commission, which it should have. However, the Commission has, 
in the past, by restrictive regulation and contract, nullified the full rights in- 
tended to be conferred by the Congress. I feel that a declaration to the Com- 
mission on the part of Congress that full rights under this bill should be passed 
along, and that exceptions thereto are to be limited to cases where the businesses 
or persons are either security risks or hazards to health and safety in the man- 
agement of their operations. 

May I congratulate this committee on its patience, understanding, and wis- 
dom in the preparation of this bill. 
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Representative Horirreip. As I understand it, in the Dow-Edison 
group that is appearing before us today, they are not in agreement 
upon each other’s testimony ; is that right ? 

Mr. Grese. We have had very little opportunity to exchange our 
ideas beforehand, and I assure you that, as a whole we are very closely 
knitted in the same overall objectives and there has been practically 
no difference of attitude among us. 

Representative Horirre.p. I cannot quite understand your previous 
statement when you said you were going to now speak for yourself. 

Mr. Grese. No. 

Representative Hotirretp. The Dow Chemical Co. of Midland, and 
not speak for the rest of the study group. 

Mr. Grese. I would merely like to leave the thought that some of 
the statements that I had in my prepared sheet might differ slightly 
from that which you have heard from others here. Please do not 
consider that as anarchy. Just consider it as that which was prepared 
independently. 

Representative Horrrrecp. A difference between good friends. 

Mr. Grese. Yes. 

Representative Hoxirrevp. I think we will accept that. 

Mr. Gress. Thank you. 

Chairman Corr. That no doubt is the same difference of opinion that 
exists between Mr. Holifield and myself. He and I both are very 
anxious to have some law enacted which will accomplish the general 
objectives. 

Mr. Gress. We feel that the progress that has been made has been 
tremendous. We feel that the law as proposed is a great step in the 
right direction, and there are only minor changes that have been sug- 
gested here and there, that would appear to be w orthy of modifying 
it. But as a whole it is a step that should open up the doors to true 
participation by industry. 

By saying true participation of industry, I would like to make the 
comparison between the atomic- -energy business at the present time, 
and the radio and communication and vacuum tube art back in the 
year 1924, Not until there was general participation did the really 
new and better things come through. Just as back in the days of 
the study of man’s flight—it was a matter of scientific curosity and 
interest as to whether or not one would be able to lift an airplane off 
the ground. Even though Dr. Langley had calculated and built a 
steam engine to run an airplane with the hope that maybe, perhaps, it 
could get off the ground. It required a completely new approach, very 
different from anything that had been developed up to then, to really 
fly. As you all know, it was not just a case of taking a steam engine 
and modifying it to get by on an airplane. It required a brandnew 
approach of a gasoline engine with very neat new ideas on construction 
and design that put the Wr ight airplane into the air. 

The difference between a going thing and a dead thing that will not 
get off the ground is just exac tly the same in this case, only the thing 
that would make the difference is the price, the price of the power that 
is produced. A1Jl of you know that up to now no one has claimed that 
they had the clearcut picture to economic atomic power in the big- 
league field. There are some slight differences of opinion as to 
whether or not you can afford to use it in a far-removed location. I 
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would hate to even try to disillusion some of those who are optimistic 
about atomic power in those locations but I think I would if I were 
pr essed. 

The thing that really matters is whether you can do it in the places 
where it really matters; where industry needs power, where popula- 
tions want to be served. Under those circumstances, it is whether or 
not you get it off the ground and get it in the realm of lower cost com- 
petitively that will make the difference. 

So far there is no such thing that I know of, in spite of all the money 
that has been spent, $11 billion notwithstanding, if you want to use 
that figure. I do not think it is a fair figure to use. 

Representative HtnsHaw. Let me interrupt just a moment to point 
out that in the airplane field, it was the melding of the Wright patents 
and the Curtiss patents through the formation of the Curtiss-Wright 
Corp. that made it possible to open that business. Probably in the 
automobile business, it was the licensing of the Selden patents and 
so forth that made the automobile business possible. In certain other 
fields, like the radio field, it was the practical ownership of all of these 
patents by Radio Corporation of America, and the consequent neces- 
sity for licensing, almost compulsory licensing in the radio field, th: at 
made that possible. There is a certain percentage of ev ery radio set’s 
cost that is paid to RCA no matter who makes it. I think you iatone 
that. It is compulsory licensing, in effect, that has made these very 
large businesses. 

Mr. Grese. Would you like to have me answer that ? 

Representative Hinsuaw. Yes. 

Mr. Grese. I would like to agree with you that there has been cross- 
licensing, but that has been done on a volunt: ary good businessman’s 
scale of operation. It has been good judgment to do those things. 
If anyone did not care to, it was up to him. With that sort of an in- 
centive before you, you can accomplish much more than if you have 
everything set out ahead of time, on the table, to be shared by everyone. 

Re »presentative Hinsnaw. It was either that or get into a very seri- 
ous antitrust suit, was it not? 

Mr. Grese. I am not a trust lawyer, and I would not want to speak 
on that matter. 

Representative Hinsnaw. Of course. The licensing became com- 
pulsory to avoid the antitrust suit. Of course, those things may result 
in this business if we free the atomic field for the issuance of patents, 
but why not forestall some of this stalling that goes on prior to the 
threat of an antitrust suit? 

Mr. Grese. I am sorry. I would have no competence to speak on 
how one should or should not deal in the matter of antitrust legislation. 

Representative Hinsuaw. It has been proposed that we have com- 
pulsory licensing for a period of time. I think that compulsory 
licensing has been already described, and a license has been described 
to the committee elsewhere than this as a guaranty paid for by the 
licensee against an infringement suit. 

Mr. Grese. But if the laws already cover such situations I wonder 
why one should consider this a very special case that would require 
very special action ? 

Representative Hinsuaw. In this case the Government has put in all 
the money thus far. 
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Mr. Grese. If I may, I would like to explain just what has been 
done so far, so you get an overall picture. 

Imagine this whole room as a solid model of the things that might 
be done in conjunction with atomic power, length, width, and height. 
Actually it would more nearly take eight dimensions to describe an 
atomic development. If you were to take that whole picture and plot 
into it what has been done now, you would find that we would only 
cover roughly the space that is physically occupied by this table top 
with a few legs and a few projections here and there. The overall 
package has not been developed. In fact, the situation is more like 
this. So far people have been so anxious to fit this new energy into 
that narrow frame that had been associated with a steam engine before 
1900 that they haven't really looked to see how best to take advantage 
of the conversion of this energy into useful power and heat for man. 
It may require a completely different approach. 

We should not assume that there has been anything really worth- 
while capable of flying, so to speak, that has been done. Certainly 
there has been no proof of it so far with all the money that has been 
spent. 

Representative Hinsnaw. You are talking now about the project 
for producing electrical energy more or less direct from atomic 
energy / 

Mr. GREBE. I am speaking now about the best ways of making this 
conversion of energy into a practical, useful, economically justified 
profitable operation. There is a big chunk to be accomplished. We 
are not off the ground vet by far. 

Representative Hinsnaw. We will admit that. That is why we 
are here and W ith an amended law. 

Mr. Grese. That is right. It requires real incentive, real initia 
tive, and brandnew thoughts and ideas to get off the ground. It will 
not go with Government subsidy alone. 

Representative Hinsuaw. That is all for the moment. 

Mr. Grese. If we want to go and carry this a little further, IT might 
deseribe a very simple thing that was done a few weeks ago in Mil- 
waukee where we were giving a lecture to a group of students, brand 
new men who were good engineers, willing to pay for the privilege 
of learning a little bit about this new art, that they want to keep up 
with. After a discussion in which we presented all the various com 
binations of materials on the fuels and the form of the fuels, the mod- 
erators, and the materials required in the reactors, and the heat trans- 
fer agents that B. & W. is interested in and the heat transfer methods, 
and the motors and power cycles. When T gave all this to them, 
I illustrated it by giving them a deck of cards in which each card 
represented one of these alternative methods. By handing out a 
canasta hand, so to speak, from this deck, to different groups, we were 
able to ask them how would vou assemble that which you happen to 
draw into a useful industrial powerplant. Three of them had very 
poor hands that would require some exchange, as you normally do, in 
order to make a good canasta, that would describe a satisfactory plant. 
The fourth one had a dud. I looked at it and thought how could 
anybody make anything out of that. He came up in about 15 minutes 
with a new approach, a new combination, that looked so good TI could 
not help but be very proud of that sort of an experiment. He had 
no previous knowledge of anything classified. 
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I am just trying to illustrate the breadth that is before us. We 
are not at the point where there is a package to be handed over or to be 
divided. We are at the point where we are hoping some day some- 
body with enough incentive will find a way to get up off the ground. 

That does not mean that we are completely in the dark. Right 
from the very beginning the Dow-Edison project set up some very 
rigid specifications of high performance without which we would 
not be satisfied. Anything less than that would not be considered, 
because if we did consider it, we knew we would not be in there when 
the time comes that the really new and better approaches would be 
developed. 

Those approaches were never quite achieved. We still do not know 
how to meet all of those requirements, but one of the most rigid ones 
that we adhered to was that we must deal with a breeder. We must 
be dealing with a reactor which will be able to sustain itself without 
having to come to the Government for fuel in time of war when fuel 
would be useful for other things. That we feel is possible, not only 
one way, but a number of ways. In fact, we recently had the privilege 
of publishing the statement of at least 3 different ways that can be 
done, 1 with the fast neutron breeder, and 2 with the thermalneutron 
reactors. We do not have to go anywhere within the United States 
to start our operations. We can go on the open market and buy things 
that are available over in Europe and start to produce the kind of 
things that would be needed to go on from there. 

It would be much better to work with the product from a K-25 
plant, but if in the long run K-25 is required in conjunction with 
atomic power, you just know it will not compete with coal. It is that 
much of an item. 

So I would like to leave that thought particularly and then finish 
up by explaining that we really feel that there has been a lot accom- 
plished in this field of legislation in the form of the present bill. 
Chapter 11 we believe establishes all the safeguards that can be put 
on the international participation in atomic energy without com- 
pletely hamstringing such participation. I personally have great 
faith in those controls. 

Now, to skip to chapter 14 on patents and inventions, I would 
expect that the ery of protest might fall on the ears of this committee 
upon their stand on the patents in this bill. 

Chairman Core. That appears in your statement which is already 
in the record. 

Mr. Gress. Then I would like to state once more than we are 
thankful for this opportunity, and we hope that the true future that 
ean and will come about will result from the freedom that is required 
to do that which needs to be done to make it commercial. Thank you. 

Chairman Coz. Earlier in your statement, you indicated some 
slight disagreement with your associates on this overall problem; you 
neglec ted to point out what the disagreements are. I am not asking 
you because I detected them while scanning your statements. I see 
in your opinion ownership of fission material is not essential and that 
the leasing of it would meet all present requirements. 

Mr. Grese. In our case we feel that if a long-term lease arrange- 
ment can be made that might get by. But we certainly would prefer 
the ownership. q 
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Chairman Cox. Then you conclude with this rather sweeping and 
unqualified statement : 

Let me urge with all sincerity I possess that you are right in this bill that you 
should present it to the Congress in substantially its present form and I am 
convinced that its inherent reasonableness will make it the law of the land. 

Mr. Grese. I would hope that the modifications would be kept to 
those points that have been specifically pointed out during the day. 

Chairman Core. Are there any other questions ? 

If not, thank you very much, Doctor. 

Mr. Iddles, before you leave, I am still interested in these cases you 
have in mind of the people who withheld patentable information for 
one reason or another. A while ago you indicated that those illustra- 
tions were in no connection with Government contracts. Without dis- 
closing the identity of the companies or individuals, would you please 
just tell us what was involved 4 

Mr. Ippies. For instance, when a mechanic observes a piece of 
equipment being made, and he comes to his supe rvisor and says, “Why 
do you do it that way? Why don’t you do it this way,” if that were a 
patentable thing, which it may have been—we do not know, because we 
did not try it—that is the kind of thing I was talking about. 

Chairman Core. There was no effort to patent it. 

Mr. Ippies. No. 

Chairman Cote. Why not? If they were not under Government 
contracts, which if they had patented it, they would lose the right, and 
they were open to the normal use of patent operations, why did they 
refuse to apply to the patent ? 

Mr. Ippies. Negligence, I suppose, on our part. 

Chairman Coz. Negligence on your part. Tell us what there was 
to it. You have made some statements which are rather important, I 
think, and I think you should make a clear unequivocal explanation of 
what you had in mind. That is all I am asking you to do. 

Mr. Ippies. The means of welding are in the state of being developed 
‘apidly because of different materials and different degrees of accu- 
racy in the production of a welded vessel. This particular man said 
that if this were done this way, would it not be better? I am afraid, 
sir, that you are making more importance of this than I had intended. 

Chairman Cote. I hope that your statement did not justify my ap- 
prehension. That is why I am giving you the chance to tell what there 
is to it. 

Mr. Ippizs. It does not, sir; it ties in with what I have, I think, said 
a year ago, and here today, that there is so much know-how and so 
much detail in the making of physical things that we would like to be 
free to develop and patent—many times we do not patent an idea be- 

sause someone else could define a slightly different way of doing it and 
accomplish the same result. I assure you, sir, that there was no inten- 
tion on my part to make that statement to contain as much importance 
as you and also Mr. Holifield apparently thought. 

Senator Bricker. None of these in your judgment involved weapons 
or the national interests ? 

Mr. Ippies. No, sir. Chairman Cole’s question was more pertinent, 
were we illegal in respect to our contractual oe with the 
Atomic Energy Commission, and we were not, 

Senator Hickentoorrr. Mr. Chairman, aprop os of what Mr. Iddles 
has been talking about and you have been questioning him about, 
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about 2 years ago, this is an experience I had, a man and his son came 
to my office who have never had a contract with the Atomic Energy 
Commission for any nuclear work at all. They have what they « -all 
a private laboratory. They came in and were talking away over my 
head scientifically, which of course would not have to be very high, 
but this was their problem: They said that they had been working 
with certain nucleonic theory in connection with some work that they 
were doing for private people, which had nothing to do with weapons 
or anything of that sort, that they had spent a few thousand dollars of 
their own money in this matter. They thought they had some interest- 
ing prospects, although it would take a lot more money to develop it. 
They had been to the Atomic Energy Commission and could get no 
assurance that if they disclosed the entire process, first that the Atomic 
Energy Commission would either back it or give them a contract, or 
secondly, that they would reap any rewards from the matter if they 

did put their own money in it, and they wondered what they could do. 

I said, “I can’t answer your question. The only thing I can say is go 
back and talk with the Atomic Energy Commission, unless you feel 
that the door is closed.” 

Well, they said, “We are simply not going forward with this, al- 
though we think there are some prospects here because we can have 
no assurance whatsoever that we can even get our costs of experimen- 
tation back if it is suecessful, to say nothing about owning any patent 
right or anything of that kind if it should be successful in the atomic 
field.” They said, “Up to now we have been unable to get a contract 
for development of this kind.” 

That was one occasion that did happen. I do not know whatever 
happened to these people, or whether they had an idea that was worth 
its salt. They did have that problem and alleged that they had spent 
some of their own money and were willing to spend more if they could 
get some assurance of protection. Maybe they quit the job. I do not 
know. It was the only time I ever saw them, and I have not seen them 
since, 

Chairman Coir. Was there anything illegal or fraudulent or im- 
proper in connection with these cases that you made reference to? 

Mr. Inpixs. No, sir. 

Chairman Corse. At least one of them occurred in your own plant. 
I suggested earlier I did not intend you to identify the company, but 
you volunteered the information, so I cannot be charged with it. At 
least one of them oxcunnes in your own plant. You earlier indicated 
there were at least 2 or 3 instances, I think was your expression. Did 
those other cases occur outside of your plant? 

Mr. Ippies. I cannot tell you the detail of that, Mr. Cole, without 
going back to my records. I do not remember. 

Chairman Cote, All right. Are there any other questions? If not, 
I am very anxious to get your testimony, Mr. McQuillen. 

Mr. Cister. May we have then the testimony of Mr. McQuillen. 

Chairman Corr. Yes. I hope we can get to complet e it, because I 
am sure he will give us some very cone rete suggestions and criticisms, 
and not so much of generalities as we have had from others. I am 
not being critical, but this is important. 
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STATEMENT OF PAUL W. McQUILLEN, CHAIRMAN, LEGAL COM- 
MITTEE, DOW CHEMICAL-DETROIT EDISON AND ASSOCIATES 
ATOMIC POWER DEVELOPMENT PROJECT 


Mr. McQuttien. Thank you, Mr. Chairman. 

My name is Paul W. MecQuillen. I am appearing as chairman of 
the legal committee for the Dow Chemical-Detroit Edison and Asso 
ciates atomic power development project. I am a member of the firm 
of Sullivan & Cromwell, general counsel for the Detroit Edison Co. 

The members of this group seek to use atomic energy in private 
industry, for public good. It is with that objective, therefore, that 
we comment on the bill before you. The other important aspects of 
the bill, international arrangements and military applications, are 
outside of our province—except that we realize the need for any private 
industry to operate in harmony with national policies in those fields. 

At the outset we want to say that strong encouragement to private 
efforts is given by several provisions of the bill; notably, chapter 14, 
allowing normal patent rights except for weapons and research : 
section 67, allowing prospectors to benefit from discoveries of source 
materials; section 33, allowing the Commission to conduct research 
for others; and, most essential, the provisions of chapters 5 and 10 
making it legally possible for private industry to build, own, and 
operate atomic energy plants. 

The life blood of the industry, howeevr, the special material with- 
out which it would be a dead shell, is kept in the ownership of the 
United States, under section 52. There are many provisions for 
licenses, to produce or obtain or utilize special material (under 
chapters 5 and 6 and 10), but their enjoyment is subject to such broad 
Commission discretion (under chapters 10 and 17) that it may not 
be possible to finance either the plant or fuel inventory required for 
operation. 

The seriousness of these impediments to private business is exposed 
by the statments of Mr. Cisler and other leaders of the endeavor 
to establish this new industry. I will refer to specific provisions 
of the bill which give rise to special concern. In so doing, I want 
to say at the outset that we do not mean to give the impression that 
our outlook on this bill is critical, but simply being mindful of the 
time and the extent of the subject, necessarily even in brief fashion 
we will have to go on at some length pointing to things that we think 
might be considered for further amendment. 

The first important group are those continuing the Government 
monopoly of materials from which atomic energy can be produced. 

Section 2 (g) provides that it is essential to the common defense 
and security that title to all special material be in the United States. 
Section 52 provides that all special material shall belong to the 
United States and be administered by the Commission. That abso- 
lute title is fortified by section 41 prohibiting production without 
license, section 53 prohibiting posession or transfer without license, 
and section 56 prohibiting use without license. 

Section 2 seems intended to declare the reasons why the statute 
is a proper exercise of constittuional powers. We submit, however, 
that the congressional power to dispose of property of the United 
States may be exercised by prescribing terms and conditions upon 
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which the property may be used after it has been sold, as v: alidly and 
effectively as can be done by retaining title. There also would still 
remain, to support the regulations, the war power and the power over 
activities affecting commerce. 

Basically there is a vast difference in legal concepts between title 
to property, however encumbered, restricted and regulated, and the 
mere possession, under license, of property belonging to another. The 
business and financial communities are accustomed to dealing with 
ownership of property as a basis for investment or as security for 
borrowed money, and legal rights and procedures have been developed 
for dealing with such property rights. On the other hand, the values 
of franchise rights are not recognized, either for banking or rate- 
making purposes. 

It is suggested that the bill be amended to provide that the Com- 
mission may sell special materials in such amounts for such purposes, 
and upon such terms and conditions as it may establish by regulations 
as appropriate for the purposes of the permitted types of use, to pro- 
tect public health and safety and to provide for common defense and 
security. 

In this connection, attention is called to the provision of sections 
52 and 171, requiring the United States to acquire any special mate- 
rial privately produced (presumably including those in a breeder 
reactor of the type sought by this project), and to pay just compensa- 
tion therefore, to be determined by the Commission; to the provisions 
of section 54 to the effect that the Commission shall determine and 
charge a fair price for any special material furnished by it to any 
licensee ; and to section 107 providing that the Commission may deter- 
mine the prices for the use of any special material and the compensa- 
tion to be paid for any produced. 

All of these provisions which seem to be directed to much the same 
purpose and seem to overlap would all operate and unite to make the 
United States the sole buyer of special material (without there being 
any market price). They would tend to cause the United States to 
accumulate a stockpile without limit, and they would make all private 
operators dependent upon subsidies fixed and prices charged by the 
Commission without check by the influence of outside business. 

It is suggested that licensees be permitted to buy and to sell special 
materials among themselves, subject to a prior right of refusal upon 
the part of the Commission and subject always of course to the para- 
mount right of requisition under the war powers in common with all 
other private property. 

We submit that the right of requisition, the overriding right of 
requisition that the United States always possesses, would make unnec- 
essary the interim retention of title by the United States proposed 
by the present bill. 

The second and even more important group of related provisions 
which present unusual difficulties for any private industry are the 
ones dealing with the licenses on which any business would have to 
rest. I exclude from this category operators’ licenses under section 
108, and licenses for medical therapy under section 105. There is no 
question, of course, of the necessity and the wisdom of providing for 
licenses of individuals who act as the operators of any installation of 
this character. 
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But there are nine others separately mentioned, apparently sepa- 

rately provided for in this bill, which almost any atomic energy 
aT would have to have. 

. A license for research and development under section 105. 

2 A construction permit under section 185. 

A license to build or acquire a production facility under sections 
44 and 101 (which presumably would suffice as a license to own under 
section 42). 
A license for the type of business desired under section 103. 
A license to possess or transfer special material under section 53. 
A license to utilize special material under section 56. 
A license to distribute byproduct material under section 71. 
. Possibly a license to receive or transfer source material under 
sections 62 and 68. 

9. Most likely, in due course, an amended or modified license under 
section 187 to permit any improvement in the facility or its operation. 

There does not seem to be any standard for the granting or denial of 
licenses or for the terms and conditions to be imposed, nor any require- 
ment of uniformity of basic materials for all licenses, although that 
may be expected to result. 

The complexity of the license requirement, it seems to us, would 
make their administration a real burden and would operate as a deter- 
rent to the industry. Conspicuously, section 185 apparently requires 
that construction of a facility be completed (and thus of course that it 
must be financed) under a mere construction permit, without any 
assurance at that stage that there will be issued any license to own 
the facility after it is built or to operate it after it has met all the 
specifications of the construction permit. 

It is suggested in his connection that, if possible, all the licensing 
provisions be collected and simplified, and that statutory standards 
governing their issuance be set forth in definite terms, providing for 
common defense and security, and the protection of public health 
and safety. It should be possible for an applicant to obtain a single 
license covering all the aspects of whatever is the particular atomic 
energy business into which that applicant proposes to enter 

The maximum term for any license under the bill is limited to 25 
years under section 103, although a utility is obliged to continue its 
service indefinitely once it starts it, and must do its financing on a 
long-term basis. The 30-year franchises and the indeterminate per- 
mits which are not uncommon for electric companies are protected in 
fact by the public need for continuance of service, and the practical 
assurance of renewal on reasonable terms which has come from long 
experience in that industry. Those factors unfortunately are not yet 
evident for this new industry. 

Perhaps the most serious aspects of the license provisions are those 
contained in sections 186 and 187. Those sections, in substance, em- 

ower the Commission to amend, revise, or revoke and annul any 
for almost any reason. There is no guide set forth for the 
exercise of administrative discretion, except that section 186 clearly 
indicates that a license may be revoked for a purely technical and 
inadvertent variation in construction or specifications or conflict with 
any regulation, including any future regulation. Section 187 includes 
a mandate that upon revocation, the Commission shall immediately 
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retake possession of all specinit material held by the licensee, which, 
in the case of an electric utility, would mean the entire fuel supply 
of the plant on which consumers were then dependent. 

The licensing provisions taken together are such that it is most 
unlikely that any substantial installation could possibly be financed 
under those conditions. Constructively we hope, it is suggested that 
any license be made revocable for willful violation of a condition set 
forth in the license, after notice and opportunity for correction of the 
violation and upon conditions designed to safeguard any public 
interest dependent on continued operation of the facility in question. 

In this connection, it is further suggested that section 106 be limited 
to any violation related to the licensed facility, and that sanctions in 
that section be enforced by the regular officials through the courts 
rather than by the Commission. 

It is further suggested that conditions of revocation and consequent 
Commission action should, in any case, make appropriate and adequate 
provision for continuance of any public service then being rendered. 
As you all realize, electric service is inevitably essential for community 
services vital to the protection of public health and safety. In the 
event that national emergency demands the recapture of special ma 
terial, it is further suggested that there should then be an.automatic 
high priority accorded for the things that would be necessary to replace 
the utility plant under conditions when those things also would no 
doubt be in short supply. 

Finally, in this connection, we point out that suspension of a license 
and recapture of special material under section 109 because of war or 
national emergency provides for just compensation to be paid. Pre- 
sumably consequential damages are intended, but we suggest it might 
be well to make that explicit. 

Those two subjects, licenses and speci: al materials, pose the chief 
problems from our point of view. There are other nr however, 
to which we wish to call attention. 

Section 42 (a), (b) and section 44 seem to imply that anyone licensed 
by the Commission under the act may be the owner of production 
facilities, but in section 42, that is expressed as an exception to the 
opening provision that the Commission (as agent) shall be the ex- 
clusive owner of all facilities other than those specified. This might 
open the question of whether the Commission shall be deemed to have 
some sort of ownership, although not exclusive, even in production 
facilities constructed by a licensee. We think that it is desirable to 
‘larify what we believe to be the implication of those two sections, 
so that there will be no doubt that a licensee may be the exclusive owner 
of production facilities. 

Then again the ownership of byproduct material is also left some- 
what in doubt. Section 71 speaks only in terms of licenses to use and 
to distribute byproduct materials. It seems to contemplate as did the 
old law that the Commission will be the source of such materials. It 
is suggested that this section be expanded to make clear that licensees 
shall own any byproduct materials they produce. The definition of 
byproduct material in section 11 (d) might also be expanded to ex- 
elude expressly any form of energy produced; and a section be added 
to chapter 8 to provide expressly that licensees may use or sell any 
form of energy that they produce themselves. 
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Also related to the subject of ownership, although dealing directly 
with licenses, is section 184, which says that no right to utilize or 
produce special material shall be disposed of in any manner, either 
voluntarily or involuntarily, unless the Commission shall give its 
consent in writing. This raises financing difficulties, most acutely in 
connection with any mortgage bond financing, and, in fact, under 
after-acquired property clauses in existing utility mortgages, which 
habitually cover all the fixed property and franchises of an operating 
utility. Presumably the essential terms of a proposed financing would 
be outlined in the process of an application for a license, and would be 
directly or indirectly approved by the Commission through the grant 
ofalicense. But here again, it seems preferable to provide specifically 
for transfers by operation of law and for the recognition and enforce- 
ment of liens for indebtedness, leaving the transferee always sub ject, 
of course, to the regulations governing the type of operation in 
question. 

Section 107 provides, among other things, that the Commission may 
assign the amounts of special material available for use by each licensed 
facility. We assume that this will be done in the first instance when 
the license for the facility is granted, and that the amount may not be 
reduced to take away any of the fuel being used in the facility, but it 
seems desirable to clarify this point. 

Section 54 provides that special material shall be distributed on 
such terms that no weapon may be made. This drops the language of 
the old law which also forbade distribution in an amount sufficient to 
construct a weapon. This change evidently, it seems to us, is intended 
to permit a licensee to have the large quantity of material needed for 
a big generating station, but subject to license terms and any supervi- 
sion appropriate to safeguard against the production of weapons. 

Section 104 proposes to add the words “or users” to the list of en- 
tities to which energy from Government facilities may be sold. That 
seems to be an unnecessary and unwise extension of the functions of 
the Atomic Energy Commission. 

Section 2 (e) provides, to which Mr. Cisler called attention, that 
any operation of facilities under the act will be in interstate com- 
merce. That is evidently, we think, intended to mean “for the pur- 
roses of this act,” but it seems advisable to say so to avoid any possible 
implication that it is meant to apply to any other statute. 

I have covered, I believe, the principal features of the bill which 
we think would still hamper the activity of private industry. We have 
tried to make our comments as brief as possible so as not to impose on 
your indulgence. If I have been too cryptic and have not made our 
points clear, we would be glad to supplement this presentation. Or 
if the committee or its staff would care to see a more concrete expres- 
sion of our thoughts in the form of an actual draft of amended pro- 
visions for any part, we would be very glad to assist in that way if 
we can. 

As I said at the start, while my statement has concerned chiefly the 
things that troubled us, we do not want to leave the impression that 
we see only that side of the matter. We are most appreciative of the 
many improvements proposed including those that do not directly 
concern us. 
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Chairman Corr. Thank you very much; a very fine, helpful and con- 
structive statement, I assure you. Any suggestions you have made 
to us will be seriously considered by the committee. All of them will 
be considered by the committee. But I am sure the committee will 
consider some of them helpful and will adopt them. 

Are there any questions of Mr. McQuillen ? 

Senator HickenLoorrr. I would like to ask him about his statement 
on page 4: 

The right of requisition makes unnecessary the interim retention of title by 

the United States. 
There is the necessity, I assume, of keeping an accurate account of 
the amount of special material which is extant at any one time. We 
have to know where it is and what is happening to it, and keep it from 
being bootlegged or surreptitiously taken out of the country or used 
for other purposes. 

Mr. McQumen. Yes, sir. 

Senator Hicken ooprr. Is it the burden of your suggestion there 
that if we had adequate accountability checks at all times, couple d 
with the right of preemption or the right of requisition in the Federal 
Government in the case of national emergency, that would be sufficient 
to answer the matter of the safeguards of the Government? That is 
accountability plus the right to requisition / 

Mr. McQuitien. Yes, Senator. 

Senator Hicken.Loorer. You did not specifically mention account- 
ability here but that is within your thinking? 

Mr. McQuiuten. Yes, indeed. We doc ontemplate that there would 
be such complete accountability and procedure for its operation as 
might seem necessary to make effective the very sort of control that 
you describe. 

Sens itor Hickenwoorrer. Then with accountability in case of emer- 
gency, the almost automatic right of the Government to recall or to 
rec apture special materials would be adequate safeguard in the public 
interest ? 

Mr. McQumuen. Yes, sir. There would be no thought that there 
would be any lack of adequate inventory provided because of the 
passage of the law. 

Senator Hicken.Loorer. From my own personal attitude, I am ver 
glad to see your statement on the next to the last paragraph in which 
you offer to give concrete suggestions as to the verbiage and any of 
these statutory changes which ° you suggest. I think it is not always 
to helpful—I was about to say to the committee—I do not know that 
I will speak for the committee—it is not too helpful for me to have 
somebody say that this provision is not workable, it should be altered so 
it is workable. But I do appreciate concrete verbiage suggestions 
which anyone who objects might want to make. I certainly would 
welcome any suggestions, not only in the interest of making this a 
workable program, but in the interests of the security of the United 
States and all of those things. I would appreciate it very much if you 
could make concrete statutory suggestions—that is, concrete language 
suggestions which you believe would reach the objections you raise, 
and also serve the public interest. 

Mr. McQuitten. Thank you, Senator. I am sure that all the 
members of the legal committee, as would I, would be very glad indeed 
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to see whether we could not in effect come down out of the clouds of 
general comment to a groundwork of concrete suggestion. It was 
with appreciation of that very difficulty and of the complete impos 
sibility of our attempting to do anything i in the little time that we had 
that we offered this suggestion to follow up. We would be very happy 
indeed. 

Senator HickeNnLoorer. | think the committee is approaching this 
legislation with the hope that private industry can take a shot at it, 
and with the greatest reasonable latitude considering the overriding 
needs of national security. We have attempted in a preliminary 
way here to write some language. It has not met with the universal 
approval of everybody affected. We are aware of that, but I think 
suggestions as to specific language would be very helpful. That is all, 
Mr. Chairman. 

Chairman Core. Let me say, Senator, that it was my intention to 
take advantage of Mr. McQuillen’s offer and I was going to instruct 
our slaves who work so hard on this to communicate with him and 
collaborate on the points he raised. 

Mr. McQuitten. It is with diffidence that we approach the sug- 
gestion of language, and we were struck as we went over the bill by 
the very high order of craftsm: inship that was evident in the amend- 
ments as they have been written. Our comments go to slightly dif- 
ferent ideas that we would like to have reflected, and we would be very 
glad to help. 

Chairman Corr. On behalf of the staff of this committee, let me ex- 
press their appreciation for your generous compliments on their 
work. This represents hours and hours of daylight and night-light 
work on their part, and to have you, a member of the firm and the 
standing which you have, express approval and compliment on their 
draftsmanship is heartening to them, I am sure, as it is to us on the 
committee. Thank you. 

Are there any other questions? Mr. Hinshaw. 

Represents itive Hinsuaw. Mr. McQuillen, you and your colleagues 
seem to be very much upset by the licenses that are required in this 
matter. I suspect that the utility business is as well and thoroughly 
regulated as any business in the United States, but considering li- 
censes, have you examined inte the number of licenses that are required 
of the operators of radio and television stations and of a carrier 
engaged in civil aeronautics and so forth? 

Mr. McQuitten. To a degree. I do not personally practice— 

eee HinsHaw. You have to have a building permit be- 
fore you can get a license to operate a radio station. 

Mr. McQuiten. I notice particularly the similarity in theory in 
that respect between the Federal Communications Act and this act, 
but the size of the investment and the nature of the facilities are so very 
different that we did believe that there was quite a different financial 
problem confronting the builder of a great atomic pile from that 
confronting the builder of a radio station which, after all, has a much 
higher salvage value. Much of the investment in atomic power is not 
recoverable, and much of the investment, or a very large percentage of 
the investment in the facilities needed for a radio station would be 
recoverable we believe. So that we think that although section 185, 
if that was the one, has a precedent in general form in the Communi- 
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cations Act, that the difference in the subject matter calls for very 
serious consideration of a difference of treatment. 

Representative Hixsuaw. That is possibly quite true, as to the size 
of the investment, but, of course, the size of the industry is much 
greater in terms of the utility industry, and proportionately in respec- 
tive sizes of the two industries, it is probably not a greater imposition 
on the utility industry than the radio industry. 

Mr. McQuizen. Except that utilities have to look forward to the 
inclusion in their rate base of any moneys they spend for capital and 
to obtain permission for such investment financing at the start, and 
it imposes a more delicate problem we think for utility financing than 
it does for the investment of funds in a private corporation, even 
though there is the same responsibility to stockholders in either case. 

Represent: itive Hrnsnaw. One of the reasons why a construction 
permit is desired, I presume, would be to make sure that the place in 
which the construction was to take place was a safe one from the public 
standpoint, that is, that it would be in a locality or a location that 
would be entirely safe, and also that the facilities in connection with 
the construction would be such that deleterious effects would not be 
had from the products that escape through flues and stacks and so 
forth, and pollution of streams and soon. Is that no true? 

Mr. McQuitien. Undoubtedly. 

Representative Hinsuaw. Then a license to build or acquire a pro- 
duction facility, if this is to be a use of Government material, which 
the bill is entirely based upon, is another factor that should enter it, 
should it not ? 

Mr. McQuitien. Yes, sir. 

Representative Hixsnaw. I mean, conside ring our premises, our 

rincipal premise being that special material is to be leased by the 
Somecmamenh rather than manufactured by private industry, and sold 
in the course of trade, is that not so? 

Mr. McQuitien. Yes, sir. I think the difference in the point of 
view is perhaps really very slight. The act has quite thoroughly 
picked up all the different points of material import to the construc- 
tion and operation of a large facility in each section or chapter as it 
went along. A man undertaking to go into the business, of course, 
thinks of everything that he is going to need in order to set himself 
up in the business. If they were all passed on together, he would 
have one set of conditions with the assurance of a right to operate at 
the end of it. 

Representative Hinsuaw. If you were to assume that the position 
that is taken by the drafters of the proposed legislation is the correct 
one that the Government should follow; namely, that the material 
is to be licensed for use and leased, so to speak, would you agree that 
it was necessary to have most of these 9 licenses that you are talking 
about on page 4 of your statement ¢ 

Mr. McQuiuten. I think there might be 9 conditions of 1 license 
all laid out in advance. So once that had been determined, then the 
people who are going to invest the money and do the construction 
would be able to go ahead. All they would have to do would be 
the same as a building meeting an architect’s specifications, they 
would have to tick off their ac ‘omplishment against the specifications 
that had been laid down, but they would have the assurance that 























AMEND ATOMIC ENERGY ACT OF 1946 119 


when the building was finished, it would be paid for. In this case 
they would have the assurance that when they had the facility fin- 
ished in accordance with each of the requirements, they would be 
allowed to run it. 

Representative Hinsuaw. That seems to me to be reasonable, that 
you should put all the conditions into 1 license that can be put into 
1 license. That would be fair enough. 

Chairman Core. Would you mind my interruption? Why cannot 
that be done under the terms of the bill as it is now? 

Mr. Mc Qu ILLEN. I think it undoubtedly would be so operated. 

Chairman Coir. Of course it would. 

Mr. McQurtteNn. But the terms of the construction-permit section 
would need a little amendment, I think, to make construction and 
license at the end of that upon construction as required fit together. 
I don’t believe that it would be necessary to make much change in 
the bill in order to list all the 9 things, if there be 9, as conditions of 
1 license with 1 resultant license rather than a series of them. 

Representative —— AW. My point is that I think you will concede 
that if the premise of the drafters of the bill is accepted; namely, 
that the material could be leased for use and held title to by the 
Government at all times, that it is pretty well drawn. You have 
taken exception to certain chapters and sections, but that is all for 
the purpose of providing private ownership, is it not? 

Mr. McQuitten. Not entirely, sir. There would remain the one 
difference which perhaps in operation would turn out as the chairman 
suggests not to be a difference at all, that the several requirements 
that are spoken of each time as licenses in the bill would be regarded 
as several conditions of a single license. I think admitting the prem- 
ise of Government ownership of special material, the dealing with 
the special material simply as 1 condition or 1 small group of con- 
ditions in the license, I think one could still have the assurance by 
Commission action on an initial application of the things that would 
have to be done in order to go ahead, and which if done and satisfied, 
would set upa business that was entitled to operate. 

Representative Hinsuaw. Of course, our reason is not given in the 
bill for the leasing of the special material, and one of those is the 
matter of control as to both use and location and a number of other 

controls that would be necessarily had. Of course, if special materials 

are owned by the company, we will say, the electric-utility company, 
for ex: umple, then those controls presumab ily have to be controls upon 
the movement of the material or the change of ownership or some- 
thing else of that nature. You have to think of those things, too, 
in addition to Wall Street. We recognize that Wall Street has cer- 
tain ideas as to the financing of electric utilities and that they do 
not require the electric utility to own coal. They require them only 
to own the facilities for the use of coal. I do not see how they could 
exactly require, for the purposes of financing, the ownership of special 
materials. 

Mr. McQuitieNn. The ownership of coal is one of the large elements 
of security of the formal mortgage securing utility bonds, because all 
the materials and supplies that are in place at the time of enforce 
ment are taken over by the trustee or the receiver, and there is the 
assurance that whenever he needs to step in, he will have the where- 
withal that ison hand. There is a very broad coverage. 
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Representative Hinsuaw. They do not ask for the ownership of 
mines and transportation facilities for coal. They only require that 
the stockpile that is on hand at the moment be owned and paid for, 
I presume. 

Mr. McQuitien. That is right. 

Representative Hinsnaw. And be part of the property. But they 
do not require anything else. 

Mr. McQuutien. They do not worry about the source of the next 
shipment. 

Representative Hinsnaw. No, and they might have a strike in 
which case they would be fresh out of coal very shortly. 

Mr. McQuitien. You have to plan ahead for that. One of the dif- 
ficulties in speaking of retention of ownership is that the license then 
falls into another category of legal ideas that are fairly well known, 
and which are roughly grouped as franchises. Very wisely, franchises 
are not in and of themselves and their values and their costs, a proper 
basis for financing. They are not taken into account in a rate base. 
But this fuel supply, I am told, a cost a very large amount of 
money, and the money would have to be proy ided and the utility would 
expect to be allowed to earn on that money. It would require some 
change in the old provisions of utility mortgages which were written 
without regard to this, costly refunding operations in order to get rid 
of those mortgages, and get new ones, and also it would require some 
development in the notions about utility regulations and accounting 
in order to get a fair value into the rate base for what under the bill 
as now written would still be a very intangible right, rather than an 
ownership of property. It probably might be worked out but I think 
it would be paid for in extra cost of money at best. 

Representative Hinsuaw. You operate under about 30-year fran- 
chises now for the distribution of electricity ? 

Mr. McQuriien. In large part. 

Representati ive Hinsuaw. And consequently franchises are nothing 
new in the business. They have been in existence for 100 years. 

Mr. McQuitien. You do not cost 20 or 30 years of franchises, and 
we do not get them in the rate base. 

Representative Hinsnaw. You do not have to get this in the rate 
base. You can keep it out of the rate base on the lease basis. I have 
no doubt whatsoever that electric utilities certainly lease some of their 
equipment. 

Mr. McQuitLen. Some. 

Representative HinsHaw. I know that railroads will lease cars, for 
example, from various car manufacturers and have equipment trust 
certificates issued against cars and all sorts of things of that nature. 
I would not consider that it was necessary to the financing of a utility 
that they should own special material. Some better reason must be 
had. 

Mr. McQuiiien. It is a question of providing the money. The 
equipment trusts themselves provide the money for the purchase of 
the cars, and the title to those cars is in the hands of a trustee. 
Eventually when paid off, it comes over to the railroad. But having 
the title in the hands of the United States, it could not be used as 
security for anything. 

Representative Hinsnaw. Why should it not be? 

Mr. McQuitten. To facilitate the raising of money. 
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Representative Hinsuaw. What money? 

Mr. McQuiten. The money that would have to be spent for the 
material, 

Representative Hinsnaw. It has already been spent by the Gov- 
ernment. They are just leasing it. 

Mr. McQuuen. I had not contempl: ated, sir, that a fuel inventory 
that is worth many millions of dollars would be placed in the hands of 
private industry without private industry paying the price fixed and 
determined by the Commission in fair relation to a cost or an assumed 
cost of that fuel. We certainly would not ask to have any such 
valuable resource placed in our hands for the production of energy to 
serve the public, for which the public would be charged, without in 
turn paying a fair price to the source of that material, in this case 
the United States. I have heard all sorts of figures bandied around, 
but they are so large that they sound to me as though they would re 
quire a company to go out and get money for the purpose. 

Representative Hinsuaw. If they were not required to go out and 
raise new money for the purpose, but the material were owned and 
considered to be part of the stockpile of the Federal Government, then 
they would not be required to raise the money, would they ‘ 

Mr. McQUILLEN. Under those conditions it would seem not. 

Representative Hinsuaw. That is all. 

Chairman Cote. As a matter of fact, the leasing of the material 
makes it possible for the private utility or private capitalist to get 
into the business with less capital than if he were required to buy it 
and own it, because all he would have to raise is enough money to pay 
for the use of the material, rather than title to it. So from that stand 
point it can be argued it can be the direction of private capital getting 
into the field. 

Mr. McQuitien. We had not thought of starting with any special 
advantage of that sort. 

Chairman Coreg. There is another aspect of this issue of title versus 
leasing in which some international factors carry considerable weight. 
They are factors that are not susceptible to open ready discussion. It 
is a phase of this problem that has disturbed the committee a great 
deal. I think all of us recognize the fact that ownership title is the 
typical clean, clearcut historic traditional way of doing things, and 
if it is not done that way, it will be only because of some overpowering 
reason. Mr. McQuillen, you have made a number of criticisms of the 
bill which are well founded, a some which I feel are not so well 
founded, based largely, I am sure, on either a misunderstanding of the 
bill, or a misinterpretation of some of the provisions. We will not take 
the time to debate it across the table tonight because the hour is late. 
However, our people will be in touch with you or some of your people 
and we are reasonably confident that we can work out something err ut 
will be acceptable to your gronp, and to the accomplishment 6f 
goal we all seek. 

This afternoon has been very helpful and your statements have been 
most helpful, Mr. Cisler and your associates. Thank you very much 
for coming down. I hope the next time we meet that you will be able 
to say that the proposal of the committee meets with your complete 
approval, because I want to emphasize that the bill as originally in 
troduced represented in no wise the final provisions of the bill. Al 
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ready suggestions have been made which appear to be acceptable to 
the committee, and will be redrafted and put into a final presentation 
which we are hopeful and reasonably confident will be acceptable. 

Tomorrow the meeting will be held at 10 o’clock over in room 304 
of the Old House Office Building, which I think is the Caucus Room of 
the House of Represents atives, when we will hear from Mr. Bennet 
Boskey, an attorney; the president of the Atomic Mutual Fund, Mr. 
Newton I. Steers, and C. W. Hi ayes, the American Patent Law Associa- 
tion. 

With that the meeting for today is concluded, and thank you, Mr. 
Cisler. 

Mr. Crster. Thank you very much, Chairman Cole, and members of 
the committee. 

(Thereupon, at 5:15 p. m., Monday, May 10, 1954, a recess was 
taken, the committee to reconvene in room 304, House ( lic ‘e Building, 
at 10 a. m., Tuesday, May 11, 1954.) 





aS naa 





§. 3323 AND H. R. 8862, TO AMEND THE ATOMIC 
ENERGY ACT OF 1946 


TUESDAY, MAY 11, 1954 


Concress or THE UNITED STATES, 
Joint ComMiTTEE oN Atomic ENnerGy, 
Washington, D.C. 

The joint committee met at 10 a. m., pursuant to adjournment, in 
room 304, Old House Office Building, Hon. W. Sterling Cole (chair- 
man of the joint committee) presiding. 

Present: Representative Cole (chairman), Senators Hickenlooper 
(vice chairman) and Pastore, Representatives Hinshaw, Van Zandt, 
Holifield, and Price. 

Present also: Corbin C. Allardice, executive director: George Nor- 
ris, Jr., counsel to the joint committee; Walter A. Hamilton and 
Francis P. Cotter, pzdfessional staff members. 

Chairman Cote. The meeting will come to order. 

We are meeting today in continuation of the public hearings on the 
companion bills, H. R. 8862 and Senate 3323. 

The first witness scheduled for this morning is Mr. Bennett Boskey. 

Will you take the chair, Mr. Boskey ? 

I understand that you requested of the committee the opportunity 
to appear and present your views on this matter in response to a 
general invitation and expression from the committee that anybody 
who wished to do so was welcome to appear. 

Before you start, will you tell us a little of your background, who 
you are, what your interest in this subject may be, and why you 
wish to testify ? 


STATEMENT OF BENNETT BOSKEY, LAWYER, VOLPE, BOSKEY & 
SKALLERUP, WASHINGTON, D. C. 


Mr. Bosker. Certainly, Mr. Chairman. 

My name is Bennett Boskey. I am a lawyer practicing here in 
Washington and a partner in the firm of Volpe, Boskey & Skallerup. 
I was a member of the legal staff of the Atomic Energy Commission 
beginning in January 1947, through April 1951. At the time I left 
in order to enter private practice, I was Deputy General Counsel 
of the Commission. 

As all you members of the committee know, the Office of the Gen- 
eral Counsel had a responsibility for the administration, of patent 
matters within the Commission. As you also know, the Patents 
Branch was a part of the Office of the General Counsel. 

In connection with my responsibilities there at the Commission, 
I did participate in the deliberations of the patent advisory panel 
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during a period of more than 4 years. I participated in the formu- 
lation of the rules and regulations governing the proceedings before 
the Patent Compensation Board. In addition to that, I participated 
in the trial of cases before the Patent Compensation Board. 

Since leaving the Commission, I have tried as best I could to main- 
tain my interest in developments in this field. When I read the patent 
provisions of this bill I thought that it might be helpful to the com- 
mittee if I came here and gave you my own opinions as to various 
provisions of the bill. I thought I would confine my comments 
this morning to the patent provisions, so that there would be an op- 
portunity to develop my views in a little more detail than otherwise 
would be possible. 

I might say that in making my comments this morning, I am pre- 
senting my own personal views, and I am trying to state to the com- 
mittee the way in which I think the public interest would best be 
served in connection with the patent phases of the bill. 

As a footnote, I think it is appropriate to mention to you that 
there is one, I think, relatively minor point which I shall discuss— 
it is the very last item on my list, an item relating to a so-called saving 
clause—that might perhaps affect one matter in our law office. 

Chairman Cote. Does your firm specialize in litigation or legal 
matters and consultation pertaining to the Atomic Energy Act? 

Mr. Boskey. Mr. Chairman, we have tried our best to maintain a 
general practice, that has included some matters in the field of atomic 
energy. 

Chairman Coxe. In view of the fact that you and at least Mr. Volpe 
were at one time intimately identified with aspects of the atomic en- 
ergy law, it is not unnatural to expect that your firm in private prac- 
tice would endeavor to concentrate your professional talents along 
that line. 

Mr. Bosker. Thank you, Mr. Chairman. 

At the moment, I happen to be counsel of record in one case that is 
pending before the Patent Compensation Board; and, as I said a 
moment ago, it is possible that my observations on this saving clause, 
which is the last item on my list of items, might have some bearing on 
that case. 

Chairman Corg. Very well. You may proceed, then, Mr. Boskey. 

Representative Hoxirtecp. I would just like to aeeapnmate the 
gentleman on being frank with the committee and establishing his 
position, so that we can have access to that background information in 
contemplating his proposal here. 

Mr. Bosxey. Thank you, Mr. Holifield. 

I might say that during the time I was with the Commission I did 
write deen ee as in this field. One of them, entitled, “Inven- 
tions and the Atom” appeared in the Columbia Law Review and later 
was reprinted in the Journal of the Patent Office Society. And I 
later wrote several somewhat shorter articles for the Journal of the 
Patent Society, the purpose of these articles being to present an 
analysis of the developments that were occurring in this general field 
and in the cases before the Patent Compensation Board. 

At the request of the commitee, I did submit in advance a fairly 
detailed outline of the subjects which I wish to cover this morning. 

As you know, the bill you have before you proposes a considerable 
number of changes in the provisions of the present Atomic Energy 
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Act which relate to patents and inventions. These will all be found 
in chapter 14 of the bill, consisting of sections 151 through 155, 

These proposed changes seem to have as their main objectives two 
very important modifications of legislative policy. They would also 
bring about a variety of other modifications, probably less important 
in scope, although I think a few of them are somewhat far reaching. 

But before I come to discuss these in any detail, I should like to say 
a word as to my own general outlook on these matters. 

The source of the patent power is in the Constitution itself. Our 
Constitution gives to the Congress power “to promote the progress of 
science and useful arts, by securing for limited times to authors and 
inventors the exclusive right to their respective writings and dis- 
coveries.” 

As you know, from the earliest days of the Republic, the Congress 
has felt that the forces of technological progress would be nourished 
by a sound Federal patent system, under which an inventor by law 
is entitled to exclusive rights for his invention. In the critical world 
situation which exists today—and which may continue for some time 
to come—it is of utmost importance that conditions be maintained in 
the United States which permit the forces of technological advance 
to prosper with all possible success and speed. We look to our patent 
system as one of the important factors providing the incentives which 
contribute to this general objective. 

Accordingly, the view which I share with many other people is that 
the general framework of the patent system should be adhered to in 
the atomic energy field to the fullest extent practicable. 

I think departures from the normal patent system should be created 
or continued only in response to some very special conditions in the 
atomic energy field which make them necessary and desirable from the 
standpoint of the public interest. 

So much by way of general introduction. 

I turn now to the first of the two main objectives in the patent 
sections of the proposed new legislation. This finds expression in 
section 151, which would substantially broaden the area where the 
normal patent system is permitted to operate. Section 151 does not 
restore the patent system in its entirety to the atomic energy field, but 
it does go a long way in that direction. 

You will recall that the Atomic Energy Act which the Congress 
passed in 1946 removed from the scope of the normal patent laws two 
categories of inventions. One category consists of inventions “useful 
solely” or to the extent that they are “used” in the production of 
fissionable material. The other category consists of inventions “useful 
solely” or to the extent that they are “used” in the utilization of fission- 
able material or atomic energy for a military weapon. In those two 
categories the right to just compensation or to an award is, under the 
provisions of the present act, made a substitute for the normal patent 
right which the act has taken away. Just compensation is to be paid 
for past inventions already patented, to the extent the statute revoked 
the patent rights. Awards are to be paid for future inventions, to the 
extent the statute prohibits patent rights from being acquired. 

Now we come to the proposed revisions which this bill would make. 
The bill would continue to prohibit patentability in the field of atomic 
weapons, the new term “special material” replacing the old term 
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“fissionable material.” Apparently the underlying thought which the 
committee has had in putting the bill into this form is that at least 
for the time being no pressing need exists for restoring atomic wea- 
pons to the patent. system and that there is still a good deal of validity 
to the reasons which originally led the Congress in 1946 to exclude 
atomic weapons from the p: tent system. 

At the same time, however, section 151 of the bill would make a 
very important change. This change would restore to the patent 
system the other category of inventions—namely, inventions used in 
the production of fissionable material. This change would carry out 
the recommendation in President Eisenhower’s message of February 
17, 1954, that the new legislation should liberalize the patent pro- 
visions of the act “principally by expanding the area in which private 
patents can be obtained to include the production as well as utiliza- 
tion of fissionable material.” 

I should say that this change is fully in harmony with other parts 
of the bill which would enlarge the role and opportunities for private 
enterprise in the field of production of fissionable material. It is a 
change, which, in my own opinion, appears both desirable and prac- 
ticable at the present time, provided that safeguards are elsewhere 
retained which would adequately protect the public interest. 

The question of safeguards which I have just mentioned brings us 
to the second of the two main objectives of the bill’s patent provi- 
sions. This objective, as the bill is now drawn, is the elimination 
of the so-called compulsory y licensing provisions now in section 11 (c) 
of the Atomic Energy Act of 1946. That is the part of the act whic ‘ 
authorizes the Commission, under certain limited circumstances, to 
determine that particular patents covering inventions utilizing or 
essential in the utilization of fissionable m: iterial or atomic energy 
are patents “affected with the public interest” and thereby to direct 
the compulsory licensing of such patents. 

I think there has been a good deal of misunderstanding concerning 
the scope and the effect of this limited compulsory licensing provi- 
sion. But about 5 years ago, in its fifth semiannual report, the 
Commission accurately described this legal authority as a “reserve 
power” which would be used only ‘ ‘under rather exceptional cir- 

cumstances.” It is a power which, as you know, has never been 
cabal to date, and possibly it never will be necessary for the 
Commission to exercise it. 

Representative Houirrerp. Mr. Chairman. 

Chairman Cote. Mr. Holifield. 

Representative Horirietp. On that point, isn’t it true that the reason 
that they have not had to exercise that is because they included in 
their contract clauses types A, B, and C of patent reservations, 
which, in effect, accomplished the purpose? And the reason they 
could do that was because the Government was paying for all of the 
development of atomic energy? 

Mr. Bosxey. Mr. Holifield, I think that certainly is one of the major 
reasons why it has not been necessary to exercise the power. 

I might mention, however, that even under the system of con- 
tractual arrangements now in effect, it would be possible for this 
question to come up easily in either of two ways. 

The first would be that somebody on the outside, not under any 
contractual arrangement with the Commission, might make an inven- 
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tion or discovery which was an important one from the standpoint 
of the public interest and which the Commission might, after careful 
consideration, conclude should be subjected to compulsory licensing. 

Representative Hotirietp. That is true. This would give them the 
additional power written into the act to go out and take those patents, 
which, if it is removed from the act, they would not have? 

Mr. Bosxey. That isright. Now, the second situation which comes 
to my mind is that under the patent clauses in the Commission’s con- 
tracts, there are cases, and many cases, where the Commission has 
reserved a license to the Government for the use of the patent for 
governmental purposes, but where the contractor has what amounts 
to an exclusive right in nongovernmental fields, so that other industrial 
firms not doing work for the Government would have to go to the 
Commission’s contractor to obtain a license. 

Representative Horirreip. That is true; and if the power is not 
written into the bill for them to do that, that would put one contractor 
who might develop a peculiarly useful formula or device in the posi- 
tion of being in an advantageous position to bid on Government 
contracts in that field. 

Mr. Bosxry. That might be a consequence, Mr. Holifield. I empha- 
size thatI think it would be the unusual case where that would happen. 
But the fact this would arise only in an unusual or an extraordinary 
case does not seem to me a sufficient reason to deprive the Commission 
of this power altogether. In fact, it seems to me that it emphasizes 
the need for keeping this kind of a provision in the law rather than 
discarding it. Taking into account the present state of the art and 
the present situation which prevails in industry, we don’t yet seem to 
have reached the point where it would be, in my opinion, a sound or 
prudent course to deprive the Commission of the power entirely. 
The reserve power seems to me an important safety valve and I think 
it would be hazardous to cast it aside just now. 

This, indeed, is what President Eisenhower was referring to in 
his message to the Congress on February 17, 1954, when he recom- 
mended— +» 
continuing for a limited period the authority to require a patent owner to license 


others to use an invention essential to the peacetime applications to atomic 
energy. 


On this point the President stated in his message that— 


Until industrial participation in the utilization of atomic energy acquires a 
broader base, considerations of fairness require some mechanism to assure that 
the limited number of companies, which as Government contractors now have 
access to the program, cannot build a patent monopoly which would exclude 
others desiring to enter the field. I hope that participation in the development 
of atomic power will have broadened sufficiently in the next 5 years to remove 
the need for such provisions. 

That was what the President said in his message to the Congress, 
and I am sure all of us share the President’s hope. We all hope it 
will not be too long before some reasonable equality of opportunity 
has been extended to industrial firms all over the country, enabling 
them to come somewhat more abreast of the limited number of com- 
panies, which, as Government contractors, now have access to the 
atomic-energy program. 

But, in my own judgment, clearly, that time has not yet arrived; 
and since it has not, it would appear that considerations of fairness 
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require, as the President indicated, that the compulsory licensing 
mechanism be retained as a reserve power. This would assure that 
those firms possessing the great advantage of being now on the inside 
of the atomic-energy program will not be able to build patent monopo- 
lies which unfairly prevent other firms from coming into the field. 

In normal situations we tend to think of the patentee’s power to 
exclude as something which provides a proper incentive as well as a 
suitable reward for “his enterprise. In normal situations, certainly 
it is fair enough that the race shall go to the swift. But this should 
occur only after there has been some general opportunity for everyone 
to move up to the starting line. 

Here in the atomic-energy industry, the conditions are somewhat 
unusual, and where conditions are unusual some additional safe- 
guard is desirable to protect the public interest. The mere existence 
of this limited compulsory licensing power—though it might be sel- 
dom used, or even never used at all—is such a safeguard and will 
protect the public interest during this transition period that now we 
are going through. Its existence can prevent serious abuses from 
ar ne to the detriment of many segments of our country’s economy. 

I do wish to go on, however, to make one suggestion for your con- 
sideration, assuming that in the end you decide that the compulsory 
licensing provisions or some substantial equivalent of them will be 
retained. The present law does not expressly require that the Com- 
mission shall afford to the patent owner due notice and adequate 
opportunity for a hearing before the Commission can make the requi- 
site determination that the particular patent is “affected with the pub- 
lic interest.” Inserting such procedural requirements would provide a 
further guaranty—and it appears to me an entirely appropriate guar- 
anty—for property owners whose rights are to be vitally affected. 
This would help to eliminate the “possibility that the Commis- 
sion might take unduly hasty or arbitrary action. If, as seems to be 
the case, the patent provisions are to be overhauled in this bill, there 
seems to be no reason for not incorporating explicit procedural safe- 
guards of this nature. 

So much, then, by way of comment on what I have called the two 
main objectives of the changes embodied in chapter 14 of this proposed 
bill. 

I have a number of other comments on the provisions of chapter 
14, and in making them I shall follow the sequence in which the pro- 
visions appear in the bill. There are 12 separate items I wish to 
mention. 

Chairman Core. Before you leave that, Mr. Boskey: Did you have 
anything to do with the drafting of the original McMahon Act? 

Mr. Bosxry. Nothing, Mr. Chairman. 

Chairman Coir. Can you explain for me—I assume there must be 
an explanation—the philosophy which prompted the Congress and 
those writing that act to prohibit any new idea in the atomic energy 
field from being susceptible to a patent, and yet at the same time in 
that act say that any patent that might be granted in that field would 
be subject to compulsory cross licensing ? 

Mr. Bosxry. Well, Mr. Chairman, I have gone over the legislative 
history of these provisions of the act from time to time. I think that 
the provisions in the act which now exist for compulsory licensing 
cover a considerably broader field of atomic energy than the provi- 
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gions in sections 11 (a) (1) and 11 (a) (2), relating to the exclusion 
of certain inventions from the patent system. For example, the 
compulsory licensing system incitidled inventions which are useful 
for the utilization of atomic energy. Such inventions, as I read 
sections 11 (a) (1) and 11 (a) (2), and indeed 11 (b), are not ex- 
cluded from the patent system by the act which now exists. If they 
are inventions useful in the utilization of atomic energy, they are 
subject to the normal rights which exist in the patent system; whereas 
inventions which are useful in the production of fissionable material 
or in the weapons field have been rh be out of the patent system. 

Chairman Corr. Under present law, is it not correct that inventions 
or new ideas in the utilization of fissionable material are verboten 
from being patentable? 

Mr. Bosxey. I would not so read the present law, Mr. Chairman. 
It depends, of course, on how broad a me: ning might be given to the 
phrase “production of fissionable material.” There are some inven- 
tions which would be, I suppose, simultaneously useful in the pro- 
duction of fissionable material and in the utilization of fissionable 
material; and in the case of such an invention we have a hybrid case 
on which there are no authoritative decisions. 

Let me give an example: In a dual-purpose reactor, an invention 
might be conceived that would be used in connection with the opera- 
tion of the reactor. The invention would simultaneously be useful 
in the production of fissionable material which the reactor makes and 
also at the same time would be useful in the utilization of the fission- 
able material for the production of power. I think it is far from 
clear just where that case fits in the present law. 

Chairman Corr. Let us have the benefit of your thinking on the 
meaning, the interpretation, of the effect of that provision of the 
Constitution which authorizes the Congress to issue patents but uses 
the words “exclusive right.” Do you feel that an act of Congress 
which requires compulsory cross-licensing is constitutional ? 

Mr. Bosxry. Mr. Chairman, in my opinion there is no substantial 
doubt as to that, and if I might I shall elaborate on that. It seems to 
me that the grant of power in the Constitution is a plenary grant of 
power to the Congress. The Constitution does not require, but it 
authorizes, the Congress to grant exclusive rights. The Constitution 
does not dictate the manner in which the Congress shall exercise that 
right. The Constitution leaves that to the Congress to decide the 
conditions upon which the patent shall be granted, the measure of 
the right, the manner in which compensation shall come in to the 
inventor as a result of the right. That seems to me plain on the face 
of the Constitution itself. But I would go further than that. I think 
that there are some cases decided over the years by the Supreme Court 
which affirmatively support the view which I have just expressed. 

I suggest to you that this is the inevitable conclusion that comes 
from cases such as Special Equipment Company v. Coe (324 U. 
370), which was decided by the Supreme Court in 1945. I think it : 
a fairly clear conclusion from the Court’s decision in the Hartford 
Empire case, the antitrust case (323 U. S. 326), particularly at page 

32, where the Court referred to the fact that over the years efforts 
had been made to persuade the Congress to adopt a compulsory li- 
censing procedure and the Congress had rejected the proposal. But 
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the context and the opinion is fairly clear that the Court regarded 
that as a matter for the Congress to decide. 

Chairman Corr. Of course, we don’t have those cases before us. 
Can you tell us, from your study of those cases, where the Congress 
passed an act invading the exclusiveness of a patent, with the excep- 
tion of the duration of the patent, and that act has been upheld by 
the courts ¢ 

Mr. Bosxey. Mr. Chairman, so far as I know, until the Congress 
person the Atomic Energy Act of 1946, there never was an act passed 
yy the Congress which contained a compulsory licensing provision. 
So that the first occasion for that matter to become a matter for judi- 
cial consideration would have been after the Atomic Energy Act of 
1946. 

Chairman Coir. Except that you say that the authority has never 
been exercised. So, of course, there would be nothing to indicate it. 

Mr. Boskey. That is right. I was going on to say that we all know 
that since 1946 this express issue has never been litigated. I daresay it 
was clear to the Congress in 1946 that the power existed, when it 
passed this act. I think that that view would have been sustained 
by what the Supreme Court said in the two cases I mentioned and also 
in the United Shoe Machinery case back in 1922. I think also that 
there has always been one important general limitation on the exclu- 
sive right of the patentee, that limitation being the provision now in 
section 1498 of the Judicial Code, which, in effect, says that if the 
Government or a Government contractor infringes a patent, the exclu- 
sive remedy of the patent owner shall be in the Court of Claims, where 
he shall go for the reasonable and entire compensation for the use. 

Chairman Coxe. That is in support of the theory or the principle 
of exclusiveness, isn’t it ? 

Mr. Bosxry. I think, Mr. Cole, it is in support of the theory 
that—— 

Chairman Coir. Well, we don’t need to argue it out here, Mr. Bos- 
key. So far as you know, is it the only act of Congress which requires 
or seeks to require compulsory cross-licensing—those provisions of 
the Atomic Energy Act to which you refer ? 

Mr. Bosxey. So far as I know, Mr. Chairman, that is the only act 
of Congress. Of course, there are many judicial decrees and cases 
that have arisen under the antitrust laws, where similar practices have 
been engaged in. And I should emphasize that the provisions in this 
act of Cc ongress that we have before us 

Chairman Coir. Which one do you mean ? 

Mr. Bosxry. The Atomic Energy Act of 1946—do not provide that 
the owner of the patent shall be left without compensation. They 
provide that he shall have compensation through a reasonable royalty 
fee, which is very comparable to the right that a patent owner has to 
come into the Court of Claims in the event that the Government or a 
Government contractor infringes is patent. 

Chairman Cox. You will agree that the requirement of just com- 
pensation does not make it easier to invade the exclusiveness of a 
patent. They couldn’t take a patent away from him without requiring 
just compensation, even if the law didn’t say so? 

Mr. Bosxry. Well, I would always hope that the Congress would 
be diligent to provide that provision would be made for just compen- 
sation. 
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Chairman Corr. To express it differently, any act of Congress 
authorizing the preemption of a patent w ithout the provision requir- 
ing just compensation certainly would be unconstitutional, would it 
not $ 

Mr. Bosxery. I would hope it would be unconstitutional. I don’t 
think the cases are quite as clear on that point. 

Chairman Corr. O. K. Thank you very much. 

Representative Hottrterp. Mr. Chairman? 

Chairman Cote. Yes, sir. 

Representative Hortrretp. Mr. Boskey, I call to your attention 
section 831r, title 16, of the United States Code, which provides that 
the TVA should have access to all patented methods, formulas, and 
scientific information in the patent office for use in its functions with- 
out compensation to the owners, except as determined in an equity 
claim in the district court. 

I also call to your attention section 831d of title 16, which provided 
that the TVA could take any invention or dis« — made by any of 
its employees and license others and charge a fee therefor and from 
that fund derived from those charges compensate its employee 
inventor. I think that is pertinent to the question the chairman has 
asked. 

Mr. Bosker. Well, I was generally aware of the provisions, Mr. 
Holifield, in the TVA Act. As to the first provision, relating to the 
right of access and use, the TVA 

Representative Horirmeip. That is a case where the Congress of 
the United States did interfere with the normal patent laws on the 
ground that it was affected with Government operation and was of 
interest to the Government. 

Mr. Bosxey. I was considering that, Mr. Holifield, really as a 
special application of the rule I have mentioned, which is expressed 
in the Judicial Code that the Government may itself or may direct its 
contractor to use any patent and to remit the patent owner to his 
remedy in the Court of Claims. 

This TVA is a special procedure, a little different, but in principle 
the same, and the TVA, of course, is a Government agency. 

Representative Hortrretp. It is a Government corporation. 

Mr. Bosxery. Yes. 

Representative Hortrreip. And, further, there has been some testi- 
mony that the bill which we are considering has no right to charge 
royalty fees, that this was breaking with tradition for the AEC to 
charge royalty fees in case it did have patents. And there has been 
a strong feeling in some quarters that such patents as it has should 
be let out on a royalty-free basis to recompense the Government for 
some of the costs thereof. 

I do not happen to hold that belief, but there is a precedent for it in 
section 831d, title 16, to which I called your attention. 

Mr. Bosxey. I had hoped to come to that point in a few minutes. 
I happen to share strongly the view that the patents which the Com- 
mission owns, it should be authorized to let the whole country use on 
a royalty-free basis. That happens to be what the Commission has 
been doing. 

Representative Hotirretp. That happens to be my belief, too. 
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Mr. Bosxry. And I think it would be most unfortunate if the 
Commission were prohibited from doing it by this bill. But I was 
coming to that. 

Senator Pastorg. I didn’t quite get that. You said on a royalty- 
free basis? 

Mr. Bosxry. A royalty-free basis. 

Senator Pastore. No charge? 

Mr. Bosker. No charge. 

Chairman Corr. You can point out the distinctions between the law 
relating to the TVA in connection with patents and the provisions of 
a law requiring cross licensing. Certainly the TVA Act cannot be 
cited as a precedent in support of the principle of compulsory cross 
licensing ? 

Mr. Bosker. No, Mr. Cole. I was not citing it in that respect. 

Chairman Coz. I know you weren’t, but I am afraid my colleague 
was, 

Representative Ho.irretp. No. 

Chairman Coxe. O. K. 

Representative Horirrerp. No; I cited that as a precedent of a 
permissive right. And the same as the chairman called attention to 
a permissive right in the Constitution, that Congress in order to 
promote the progress of science and the useful arts, could secure for 
limited times; and the witness correctly pointed out that it was per- 
missive and not mandatory, and there were no specifications contained 
as to the times. It could be for 30 days. It could be for 17 years. It 
could be for 1 year. Whatever Congress thought was necessary. And 
I agree also with the witness that such other laws could be written 
in the patent field as seem best to protect the public interest. 

Mr. Bosker. Well, as I said a moment ago, there are 12 items which 
TI wish to bring to your attention, in addition to those I have covered 
so far. 

Item 1 is a minor one. In subsection c of section 151 of the bill, 
you would retain the 60-day time limit within which the existing 
Jaw requires inventors to report their inventions. In practical oper- 
ation, I should like to raise with you the question whether this really 
proves to be a sufficient amount of time. As I am sure you all realize, 
paper work on inventions is apt to move rather slowly. It seems 
to me harsh to disqualify an inventor from obtaining an award merely 
because he has failed to meet this what I feel is an unusually short 
60-day deadline. 

I do not know how many such reports the Commission has actually 
received within the 60-day time limit from outside inventors who are 
not operating under contractual arrangements with the Commission. 
My guess would be that if the Commission were to supply you with 
the statistics, you would find the number has been rather negligble. 
Indeed, a statutory period as short as 60 days, whatever its theoretical 
justification, actually may operate as a deterrent rather than an en- 
couragement to adequate reporting, because the inventor may find 
himself in default under the act before he has had a reasonable oppor- 
tunity to comply with this requirement—and once being in default, 
he may be reluctant to come forward. I would suggest you might 
consider extending the period to 3 months or to 4 months, and that 
if you were to do so the provision might be much more effective in 
accomplishing its important public purpose of bringing about rea- 
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sonably prompt and full disclosure of these inventions to the 
Government. 

Chairman Coxg. Tell me, Mr. Boskey : What happens if the inventor 
fails to report within 60 days or whatever it is? 

Mr. Bosker. The only legal consequence under the act as it now 
is, Mr. C hairman, is that he is there by disqualified from obtaining 
an award, because the act, as it now reads, in the awards section, 
provides that any person who has made the proper type of invention 
and who has complied with this reporting provision, may apply for 
an award. So that it stands as a complete and absolute bar to an 
ward. That is a severe consequence, and it seems to me that in view 
of its severity the period for reporting should be extended a little 
more than it now has been. 

Item 2 that I wish to mention likewise relates to what I think is a 
defect already existing in the present act. In section 152 of the bill 
before you, you would preserve the provision in section 11 (b) of the 
existing law which excludes from the patent system any rights to in- 

ventions to the extent that such inventions are “used in the conduct of 
research or development activities in the field specified in section 31.” 
That reference is to section 31 of your bill. In the present act it is 
section 3. These specified fields of research and development are ex- 
tremely broad. You may recall that Mr. Casper Ooms once referred 
to them as an “encyclopedic catalog.” The precise scope of this ex- 
clusion from the patent system is still rather uncertain, and so far as 
I know it has not been tested by any authoritative adjudications. 

What happens to the inventor who finds that patent rights are pro- 
hibited to him to this extent? The present act gives him just compen- 
sation if on August 1, 1946, he already had a patent and some of his 
patent rights were thus revoked. I think that follows out the thought 
you expressed a moment ago, Mr. Cole, that in the case of a man who 
alre: dy had a patent there would be an obligation on the Congress to 
give him just compensation for the revocation of his rights under that 
patent. But for new inventions, the act omits to confer any corre- 
sponding right of award—and I think this omission most probably 
was an inadvertence when the original act was passed in 1946. 

In reporting out this new bill, you may well decide it is necessary to 
continue, as your text presently does, to exclude from the patent system 
rights for use of inventions in these specified fields of research and 
development. I assume that the ground for keeping this provision 
would be that you feel it is especially important to assure that under 
no circumstances can research and development progress in these 
vital fields possibly be clogged by a patentee’s arbitrary exercise of 
his monopoly powers. 

Senator Pastore. In other words, it is your understanding that in 
that particular category the person who disclosed anything that would 
be entitled to a patent wouldn’t have any remedy in damages? 

Mr. Bosker. His patent would be good, but it would not be an in- 
fringement of his patent to use his invention in any research or de- 
velopment activities in these very broad fields. So that to the extent 
that it was used in such activities, he would have no remedy whatso- 
ever. And that is just the point that 1 am addressing myself to. 

Representative Houirizip. In other words, you would free the field 
of research and development from any patent bars, and if it was ap- 
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plied only apply it in the field of manufacture or actual operational 
use ? 

Mr. Bosxry. Well, I would put it differently, Mr. Holifield. I 
would say to you that you, meaning the Congress, in 1946 already 
freed the field of research and development from patents and took it 
out from under the patent system. Frankly, I can see two sides to that 
argument. It seems to me there are considerations on both sides. 
But as I read your bill, I think I detect in it at least a tentative de- 
cision to leave the act as it already is in this particular respect, not to 
put the research and development field back into the patent system. 

Now, I say to you that if you leave it as it is in this respect, then 
it seems to me important that you give the inventor something for the 
use of his invention in this field. If you are not going to allow his 
patent rights to be effective in the research and development field, then 
I think you should give him an award, as inventors, I think, should 
have awards in the other places where their inventions are excluded 
from the patent system. 

Representative Houirretp. And that was taken care of in the old act, 
the McMahon Act? 

Mr. Bosxry. No. It wasn’t. 

Representative Hourr1e_p. It was not, you say ? 

Mr. Boskxey. And what I am urging you to do now is to correct an 
omission in the old law. 

Representative Hoxtrrecp. To set up a compensation and award 
procedure whereby such inventions can be evaluated and just com- 
pensation or reasonable compensation given to those people on an 
award basis rather than on a royalty basis? 

Mr. Bosxry. Exactly. An award to the extent of the use in these 
specified research and development activities. In other words, I say 
it is unfortunate to leave the inventor with no rights at all in this 
field. That is what the act has done to date, and that i is what this bill 
would do if it leaves the act as it is. I don’t think that is fair to the 
inventor. I don’t think it is a way of encouraging people to work on 
advances in the art in this field. 

Item 3 that I wish to mention arises in connection with section 153 
of the bill. 

Section 153 would amend the text of the existing law relating to the 
acquisition of patents by the Commission. It would cut down in sev- 
eral respects the scope of the affirmative express grant of authority to 
the Commission to acquire patent and invention rights by purchase 
or condemnation. 

There are two comments I should like to make on this. 

In the first place, I assume that there is no desire to limit the Com- 
mission’s right to acquire patents or inventions by purchase, as distinct 
from condemnation. There may be all sorts of reasons why in the 
public interest the Commission may determine that it wants to acquire 
a particular patent or invention by purchase; by negotiation, volun- 
tarily arrived at with the owner. 

Representative Horirrecp. That would avoid the taking of a patent 
into the courts in a condemnation suit. 

Mr. Bosxey. It certainly would. 

Representative Horirtep. And if it happened to be in the field of 
security, a vital patent that the Commission would wish to keep secret, 
it might very well be best to purchase. 
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Mr. Bosker. It might. Or you might have a case where there are 
some conflicting claims as to the priority of invention, and the Com- 
mission feels that on a very moderate basis the best thing for the 
Government is to purchase some of the claims. 

Senator Pastore. On that point, the Government would only con- 
demn where the person who owns the patent refuses to seli or where his 
price is too high; isn’t that a fact? 

Mr. Boskey. Senator, I was trying to draw the distinction between 
acquiring by purchase, and condemn: ition; and I was saying that it 
seemed important to me that in this bill no cloud should be plac ed on 
the Commission’s right to acquire by purchase. I was fearful of that 
as the text now is, because in some W ay you are contracting the specific 
grant of authority to purchase, and somebody might conclude you had 
meant to cut down the power to purchase. I don’t think you should 
do that. I think either by the text of the bill or by your committee 
report you should make it clear that you haven’t done it and that you 
feel, as I believe you will, that the Commission’s general authority 
to acquire property—which it has in a later section of this bill, section 
161g—is ample enough to cover all sorts of situations where it might 
rightly conclude that it wants to purchase patents and inventions. 
Now, condemnation, Senator, is another matter. It may be that you 
wish to circumscribe the Commission’s power to condemn. I think 
that the text that you have here does cirecumscribe it in some respects. 

In the second place, I assume also that the change you have here in 
this section would not be intended to impair in anyway the settled and 
established right of the Government of the United States, which I 
referred to a moment ago, and which is now reflected in general. legis- 
lation in section 1498 of the Judicial Code. This is the section that 
enables the Government to use or to direct a Government contractor 
to use a patented invention, with the patent owner being remitted to 
his remedy in the Court of Claims of the “reasonable and entire com- 
pensation” for such use. This is a general ee of law that was 
in effect long before the Atomic Energy Act 

It seems to me it should apply equ: ally in this field as in any other. 

In making my comment on this point I merely was attempting to 
express my concern that without proper explanation the textual revi- 
sion you have might contribute to some confusion and uncertainty 
in this respect. Someone might think that the restrictions that you 
have placed upon the Commission here by cutting down its affirmative 
grant of authority were in someway intended to cut across the provi- 
sions of section 1498 of the Judicial Code. 

I am sure that you don’t really mean to do that, and I urge, there 
fore, that, by way of an explanation in your committee report or other 
wise, you make that clear. 

Item 4 brings me to the point that was raised a moment ago, con 
cerning royalty fees on patents owned by the Commission. You have 
in section 154 of this bill a wholly new provision, to the effect that— 
the Commission shall establish standard specifications, including a reasonable 
royalty fee, upon which it might grant a permit to use any patent held by the 
Commission, 

This language is a little bit obscure, but it does contain what seems to 
me a most unfortunate suggestion, that the Commission might be 
under a duty to collect reasonable royalty fees from business firms to 
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whom it grants licenses to use the patents which are owned by the 
Commission. 

Any such suggestion, in my judgment, shall be fully and effectively 
negatived. For a number of years the Commission has been following 
the ver y wise and beneficial policy y of granting to American business 
as a whole a royalty-free license in patel nts owned by the Commission. 
So far as I know, the desirability of such a policy has never been seri- 
ously questioned, and the policy has been widely recognized as being 
entirely in the public interest. 

It would be regrettable if any language in this new bill were to 
intimate that the Commission must now scrap this policy and institute 
in its place a policy of charging American business for the right to 
use these inventions. Certainly such a change would discourage rather 
than encourage the wider dissemination and the wider use of those 
inventions in the atomic-energy field which are owned by the Govern- 
ment and which, having already been patented, are no longer subject 
to secrecy requirements. 

Item 5 brings me to section 155 of the bill. This section has, in 
subsection (a), some changes from present law which seem to me of 
considerable importance. As I look at these proposed changes, it is 
extremely difficult to see how such changes would serve the public 
interest or indeed would be in aid of the basic purposes which I think 
the joint committee has in mind. 

The first question here arises from the proposal to delete the re- 
quirement, now existing in the law, that the Commission shall estab- 
lish a Patent Compensation Board. 

Now, it is true that the act in its present form gives to the Commis- 
sion wide latitude for determining what regulations shall govern the 
procedures of the Patent Compensation Board. But the explicit stat- 
utory provision requiring that the Commission establish such a board 
gives effect to a principle that seems to me of genuine importance. It 
assures the public that the Commission has an obligation to set up a 
board of high caliber and independent judgment to pass upon appli- 

cations presented to it. 

In this technical field of patents and inventions, particularly in view 
of the novel provisions contained in the atomic energy legislation, it is 
especially necessary that there shall be public confidence in the manner 
in which this kind of quasi-judicial responsibility is discharged. In- 
deed, if any changes are to be made in these provisions, they should 
be in the direction of strengthening rather than weakening the legal 
status and independent stature of the Patent Compensation Board. 

Possibly the present language in the act stating that the Board 
shall consist of two or more ‘employ ees of the Commission could prop- 
erly be deleted, for this is largely surplusage in view of the part-time 

nature of the duties performed by the present members of the Board. 
But the legal position of the Board itself should be preserved in the 
legislation. he Board’s quasi-judicial status should be protected and 
respected. The Congress, in my judgment, should not give to the 
Commission an unlimited discretion to keep or to do away with the 
Board as the Commission may see fit. Such a change, I think, would 
be a backward step. It would be a service neither to the public nor to 
the Commission itself. It certainly would not expedite or improve the 
administration of these claims. It would merely delegate to the Com- 
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mission an unbridled discretion which the Commission certainly does 
not need and probably does not even want. 

It has occurred to me that perhaps some intention exists to transfer 
the functions of the Patent Compensation Board to the Review Board 
which would be created later on in this bill by section 188. If that is 
the intention, it would appear to me that the language of section 188 
is probably inadequate for the purpose, and that the policy of having 
these invention questions determined by a Review Board set up essen- 
tially for other purposes, that is, for purposes in connection with your 
licensing program, is very dubious. It would seem to me especially 
dubious if, as I believe should h: appen, an award system is retained for 
the areas which have been excluded from the patent system. 

Item 6 which I wish to mention, is merely to call your attention to 
the fact that subsection (a) of section 155 would also delete what is 
now section 11 (e) (2) (a), which provides for determination of 
reasonable royalty fees on the particular patents, if any, subjected to 
compulsory licensing. Naturally, the fate of this provision would 
stand or fall with the provision given the Commission power to direct 
compulsory licensing, and I think I have already discussed that amply 
this morning. 

Item 7 brings me to the question about the retention of the award 
system. Subsection (a) of section 155 in the bill as you have it before 
you would also delete the provisions which set up an award system 
for new inventions to the extent that such inventions are excluded 
from the patent system. ‘This, in my opinion, would be a very drastic 
change indeed. It would, I think, be contrary to the public interest 
as well as extremely unfair to inventors. It would bring about. a sit- 

uation in which—in an area most important to our national defense— 
the inventor would have his right to a patent taken away but would 
get no substitute at allin return. This would be destructive to incen- 
tive and would discourage new invention in the fields where the act 
prohibits patent rights. 

It seems clear from the bill itself and from what I have said earlier 
this morning that the new legislation is expected to continue the pro- 
hibitions on patent rights at least in the atomic weapons field. To 
the extent that the patent rights continue to be prohibited, there 
should likewise be continued a substitute 1 ight enabling the inventor to 
apply for—and in appropriate cases to obtain—an award. 

Representative Hoxirretp. Would you desist there, please, for just 
a moment? 

Mr. Bosxey. Certainly. 

Representative Ho.irrerp. Do you refer, in this language, to the 
case where the Government pays all funds, spends all the money on 
a project, or do you feel that still where the Government spe nds all 
the funds on building a reactor the employees in that project who 
have access to that technology and so forth should be given an award 
if they come up with some invention ? 

Mr. Bosxry. Mr. Holifield, I think the case where the Government 
is spending all the money is a case that is amply taken care of by 
the contractual provisions that the Commission has in its contract 
under which the money is paid out. 

Representative Hoxirretp. But if those patent reservation clauses 
are deleted, as was suggested by a witness yesterday, in line with the 
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bill’s purpose of opening up the complete field of peacetime use to 
normal patent rights, this witness hoped that clauses a, b, and ¢, that 
are now normally inserted in Government contracts, would also be 
deleted. 

Mr. Bosxry. Mr. Holifield, it seems to me almost unthinkable that 
patent clauses in general would be deleted from Commission con- 
tracts. I say that ‘for a number of reasons, but primarily let me call 
your attention to the fact that long before there was a field of atomic 
energy the Government was supporting research and development 
and production activities in many lines, particularly the armed serv- 
ices. For many years the armed services have had patent clauses in 
their contracts designed to protect the Government and at the same 
time give reasonable recognition to the right of the contractor in 
these situations where the Government finances the work. 

Now, it is entirely possible that it would be both necessary and 
desirable to review the Commission’s standard patent clauses after 
this act is passed, to see what, if any, modifications should be made 
inthem. But it seems to me not within the realm of reasonable possi- 
bility that the patent clauses will disappear entirely, because patent 
clauses of some nature are essential to protect the rights of the Gov- 
ernment and have always been judged such. 

Senator Pasrorr. You are really saying that where an individual 
who has a license to operate in the reactor field under this new act 
comes upon a discovery that could be used in the weapons field, you 
would like to see him receive some award ¢ 

Mr. Bosxry. I certainly would like to see him receive an award if 
he is an independent inventor not using Government funds. 

Senator Pasrore. And there is no provision in this law that per- 
mits that ? 

Mr. Bosxey. There is a provision in the present Atomic Energy 
Act, and this new bill would delete that provision. 

Senator Pastore. When I say this law, I mean the new bill. 

Mr. Bosker. There is no provision in the new bill. That seems 
to me very discriminatory against inventors, for one thing. But for 
another, just forgetting the interest of the inventors for a minute, 
it seems to me very unsound as a matter of public policy, because 
there should be a public policy to encourage people to spend a little 
time and thought on these questions and to report them to the Gov- 
ernment in a way in which the Government might be able to use 
them. And the bill, in its present form, takes away the only incen- 
tive there would be for that to an outside inventor. 

This brings me to item 8. The reasons I have just been mention- 
ing seem to me wholly persuasive for retaining the award system in 
fields where the normal patent rights are still to be prohibited under 
the new law. But I would also go a step further. I would urge 
that you consider whether the award system should also be extended 
fo certain areas where the law would permit patent rights to be ob- 
tained. I have in mind the area of production of fissionable ma- 
terial, assuming now for a minute that you are going to put that area 
back into the patent system, and also the area of utilization of fission- 
able material or atomic energy. 

In this connection, I might mention that one of this country’s 
valuable resources is the ingenuity and the skill of the small inventor 
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or the small research laboratory, for whom the patent system normally 
holds out suitable encouragement by way of incentive. Yet, in these 
particular areas in the atomic energy field, there are special circum- 
stances which exist which I think are apt to make the cost and the 
delay’ of taking out patents virtually prohibitive to the small and 
the independent inventor. 

I am suggesting, therefore, that you consider giving him an alter- 
native choice of applying for a reasonable award, in lieu of apply- 
ing fora patent. I think this might be an effective and a very affirma- 
tive though modest way of helping to stimulate the progress that is 
so necessary in these areas. 

In other words, I am saying to you that these are areas where I 
think that the patent system may not be enough, in the incentives that 
it holds out, and that you would do well to consider giving to a man 
a choice of applying to the Commission for an award in lieu of apply 
ing for a patent. 

Item 9 arises, again, in connection with subsection a of section 155 
of this bill. This subsection would also delete the provision which 
now exists in section 11 (e) (2) (D) of the act, which explicitly 
guarantees the right to counsel in these patent and invention pro- 
ceedings arising before the Commission. I do not know what pur 
pose would be served by delet ing this explicit Sa feouard. 

Of course, we all would agree that an inventor should not be re 
quired to have counsel if he doesn’t want counsel. But not the 
slightest doubt should be created that he may have counsel if he 
chooses. It should be made crystal clear, by way of comment in the 
committee report or otherwise, that the right to counsel is in no w: ay 
being impaired or qualified. 

Senator Hicxkentoorrr. Mr. Boskey, may I ask you at that point 
whether the right to counsel should be an —_ ulified right so far as 
the individuality of the counsel is concerned, or should the Commis- 
sion have the right to pass upon counsel, or ae counsel, subject to 
their ability to pass an investigation and get a Q clearance if highly 
classified data or material are involved ? 

Mr. Boskry. Senator, it seems clear to me that if the proceeding is 
to involve access on the part of counsel to any restricted data, the Com- 
mission should have the power and the right, and should exercise it, 
to pass upon the question of his clearance for such access. I think that 
in the absence of that, it might involve the Commission in many, many 
difficult problems to begin to decide who is and who is not a qualified 
counsel to represent an applicant in these proceedings. 

Senator Hickentoorer. I wouldn’t suggest at all that the Commis 
sion would begin the process of saying to an applicant “You can only 
have this fellow or that fellow,” but I can envision a situation where 
an inventor might be going into highly classified matters, and he 
should choose a counsel who could perhaps secure adequate clearance 
for access to that phase of the matter. 

Mr. Bosxry. Well, this unquestionably isa problem. Oddly enough, 
I think in the cases which have arisen so far before the Patent Com- 
pensation Board, this question has not figured prominently. It might 
I think, have figured in the Fermi case had that case gone to trial, but, 
as you know, that case was settled by the Coramission. ‘Phere is one 
other application, as I recall, that was pending at the time I was in 
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the Commission. I think it still is pending—it involved some of the 
basic work done by Dr. Seaborg and his colleagues on plutonium back 
in the earliest days of the project during the w: var—that might, if it is 
tried, get into this question. 

Senator Hicken.Loorer. You have been assistant general counsel for 
the Commission in the past and have had extensive experience along 
this line. I would just like to ask your opinion on this. Suppose a 
case in which an inventor, someone having business of that kind, asked 
for and was entitled to the rigat to have counsel to represent him, but 
the question involved restricted data, which manifestly the counsel 
would have to know something about, or we will assume he would have 
to know something about it in order to adequately represent his client; 
suppose counsel could not, in the judgment of the Commission, pass an 
investigation which would justify them in giving him a Q clearance 
for that purpose. 

Would you think the law should say that this counsel should be 
given access in spite of that fact? 

Mr. Bosxry. No,sir. I certainly do not think so. And I think that 
the general provisions about security clearance amply take care of 
that, because they would prevent outside counsel from having access 
to the restricted data until he had a clearance. 

Senator Hickenvoorer. Thank you. 

Senator Pasrorr. Do you take the position that because that par- 
ticular benefit to a litigant has been deleted from the present law, that 
it might be construed as the intention of this committee that one who 
has a matter pending before that Board has no right to counsel ? 

Mr. Bosker. That was just the inference that worried me, Senator. 
Had the provision not been in the law in the first place, I think no one 
would have questioned that the applicant had a right to counsel. It 
having been in the law, your deletion of it, if it is deleted, it seems to 
me, should be accompanied by an explanation that you are not doing 
away with the right to counsel. 

Senator Pastore. W ell, that could be covered in the report. 

Mr. Bosker. Easily. 

Item 10 that I wish to mention relates to subsection (b) of section 
155. In that subsection, the bill would reenact the standards, and 
primarily these are standards relating to valuation, which are now 
contained in section 11 (e) (3) of the present act. If all the changes 
proposed by subsection (a) of section 155, which we have just been 
discussing, were to be adopted, then I think you would have to make 
a number of corresponding changes in the text of this subsection (b). 

For example, in subsection (b), the reference in paragraph (A) 
to Semel royalty fee” I think would become me: aningless, and so 
would the reference to “awards” in paragraph (C) in the event that 
subsection (a) of section 155 were enacted in its present form. 

Item 11 is to call to your attention the fact that section 155 likewise 
would delete the express provisions for judicial review, as now con- 
tained in section 11 (e) (4) of the present act. Apparently this dele- 
tion would be intended to accompany the elimination of provisions for 
determining awards and for determining reasonable royalty fees on 
patents subjected to compulsory licensing. 

I have already discussed with you this morning the reasons for not 
eliminating these provisions in the act, and these reasons, I think, 
would apply to the corresponding provisions for judicial review. 
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I come now to item 12, the last of the items on my list. Presumably 
you would not intend, in passing a new act, to wipe out rights which 
already have been created under the existing act. For example, even 
though the scope of awards for future inventions were to be narrowed 
by changes in section 151 which would restore certain fields to the 
patent system, it is assumed that the legislation would not be intended 
to take away an existing right of award which already has accrued 
for an invention already made and which already has been acted upon 
under the provisions of existing law. 

Accordingly, I suggest you might want to give some thought to the 
kind of “saving clause” which may be desirable, in order to make it 
clear just how rights which are vested are being protected against 
improper impairment by the new bill. 

Mr. Chairman, that brings me to the end of a very long list of items 
that I wanted to bring to your attention, in the hope that it might be 
of some help to you in your deliberations. 

You have listened with great patience to my comments. I know 
that the field of patents is one that often is thought of as a very 
mysterious one, and certainly it is a complex one. It presents to you, 
it seems to me, a number of difficulties of draftsmanship, but beyond 
these there are problems of resolving really difficult and important 
policy questions. 

We now definitely seem to be at a crossroad in the development of 
the atomic-energy program. We are at a point where there is a 
responsibility on the Congress to decide as a matter of legislative 
policy what the future of the program should be, so that the executive 
branch of the Government can give effect to that legislative policy. 

Probably there is no bill that you could draft on this subject that 
would satisfy all conflicting points of view. Probably what you have 
to do is to steer some sort of a middle course which will give the neces- 
sary protection to the public interest and at the same time will provide 
proper incentives and in other ways give appropriate recognition and 
encouragement to private rights in this field. 

If I can be of any further help to the committee in these matters, 
of course I should be glad to. 

Chairman Cote. You may by answering any questions the members 
of the committee may now suggest. 

Senator Hickenlooper? 

Senator Hickentoorrr. Mr. Boskey, you were for a period of time 
Assistant General Counsel for the Commission; were you not? 

Mr. Bosxry. I was Deputy General Counsel, sir. 

Senator Hicken.oorer. Or Deputy General Counsel. You are now 
in the private practice of law? 

Mr. Bosxry. I am. 

Senator Hicken.oorer. Do you now represent in any way any pat- 
ent claimant or any person claiming an award or seeking an award 
or royalties under any patent under the atomic-energy program? 

Mr. Bosxry. I do, Senator; I did mention, at the outset of my 
remarks, that I was counsel of record in one case that is now pending 
before the Board, and that conceivably the discussion I was going to 
have on this last point I mentioned, the saving clause, might affect 
that case in some way. 
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Senator Hicken.Loorer. I am sorry. I would not have asked the 
question had I been here at the time you made that statement. 

Mr. Bosker. Well, I desire that the committee have a full under- 
standing of the place where I might be representing a client. 

Senator Hickenxoorer. It is no heinous offense for a lawyer to 
represent a client. 

Mr. Bosxery. I am happy to be representing him. 

Senator HickenLoorrer. I merely wanted the record to show what 
the situation might be. 

Mr. Boskxry, Although my testimony in most respects has no bear- 
ing on that, and in that particular respect it is given without his 
knowledge or consent. 

Senator HickenLoovrer. Well, I think you have made a very excel 
lent statement about the problems involved in the patent situation 
here. Whether we agree with you fully or not is another thing. 

Mr. Boskey. Naturally. 

Senator Hicken.Loorer. You have gone into the subject quite thor 
oughly, and I am sure it will be helpful to the thinking of the com 
mittee. 

Chairman Coie. Mr. Hinshaw ? 

Representative Hinsuaw. Mr. Boskey, in listening to your state- 
ment I was impressed with the fact that you probably believe that 
any person, whether or not his facilities are furnished by the Gov- 
ernment and his salary is paid for by the Government, should, in the 
event that he receives a bright flash in the course of his work, that is 
patentable, be rewarded in some way, whether it be an award or the 
grant of a patent. Is that correct? 

Mr. Bosker. No; I don’t believe that, Mr. Hinshaw. I believe 
that for the most part the position of the inventor who is working for 
a company under contract with the Commission which derives its 
funds for the work from the Commission, is amply taken care of by 
the patent clauses in the contract between the Commission and the 
company, which in turn are carried out through subsidiary agree- 
ments that the company makes with each of its employees. So that 
the problems we have been discussing this morning hardly, if ever, 
would arise in that class of cases where the work is being financed by 
the Government. 

Representative Hinsuaw. It just occurs to me that there are a great 
many individuals who will serve for a short time with the Govern- 
ment in a consulting capacity or otherwise, who the Government can- 
not claim in any measure, particularly in view of their short terms 
of service and their intermittent service, should be fully compensated 
or rewarded for the results of their brainwork. I wondered how you 
felt about that. There are certain circumstances, as we can well un- 
derstand, as for example, when a top-grade scientist is taken on in 
a consulting capacity over a short period. 

Mr. Bosxey. I certainly agree with you that that problem exists. 
I think the Commission, as I recall, has always felt it had a certain 
degree of flexibility in its patent clauses in contracts, that would en- 
able it to meet such a situation—and to write a special patent clause 
to take care of the situation of that man, who had the know-how to 
begin with, was coming in for a very short time, and has special 
equities which would not warrant the Government in assuming title 
to anything he invented during that period. 
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Senator Pastore. On that point, don’t we have a general policy—- 
I don’t know whether it is by Executive order or fiat—that where 
someone comes along with a patentable idea, we have a system of re- 
warding him for that idea? We have that in Government today. 
Why shouldn’t that apply here? 

Mr. Boskey. I think there has been a lot of discussion about set- 
ting up a general award board. I don’t think the board has yet been 
set up. There is a central board established by Executive order 
that does review the rights of the Government employee to any inven- 
tion he makes while in Government service. So that there is a cen- 
tral review of the question whether the Government should take title 
or whether the Government should leave title in the employee. 

Senator Pastore. Now, do you see anything under the proposed 
legislation that would be a bar to that benefit of anyone who comes in 
under this atomic energy program ? 

Mr. Boskey. The situation in this field, I think, is a little different, 
because almost all of the scientific work that results in inventions in 
this field will be done by contractors of the Commission rather than 
by direct Government employees; so that any system which is set 
up to take care of the Government employees as a whole will not em- 
brace 90-some-odd percent of the people involved in this program. 

Senator Pastore. That is not the question the Congressman asked 
you. He asked you, I think, specifically on the question of a Gov- 
ernment employee. Am I right or am I wrong? 

Representative Hinsuaw. I did that; an employee of the Commis- 
sion, particularly a temporary employee in the nature of a con- 
sultant. 

Mr. Bosker. Well, I think that we are in agreement, Congressman, 
that in such a case a special arrangement should be worked out that 
doesn’t take away from this individual more than ought to be taken 
away from him. His rights should be protected. That should be 
done by contract, because anyone coming into the program working 
for the Commission is going to have to sign some sort of a patent 
agreement; and the question is: What is the fair kind of agreement 
to sign in the particular case? 

Representative Hinsuaw. I am wondering whether or not we could 
achieve better results and quicker by an awards system, regardless of 
whether the man is on a consulting basis or is an employee of the 
Commission regularly or even is an employee of a contractor, and 
reward him for his brain flashes, which are of particular benefit to 
the Government or to the program in general. Do you think that 
we could achieve more progress more rapidly that way, or not? 

Mr. Bosxey. I think it would be a very interesting experiment. As 
probably you know, it has been done for some years in the United 
Kingdom. Employees of the British Government who make signi- 
ficant inventions during the course of their employment are given 
awards. Sometimes the awards have been rather substantial. They 
are entirely a matter of grace, administered through an administra- 
tive system and not through the courts. I think that it would be an 
interesting thing to try out a system of awards that went beyond the 
system we have been talking about so far this morning, and that 
enabled people, even though under employment contracts, they had 
signed away their rights as a matter of right, to be able to get some- 
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thing for outstanding contributions to the field. I think it would 
bring incentive and encouragement. I think it would cost the Govern- 
ment very little money to try it out and see how it would work. 

Representative HinsHaw. I understand that the Du Pont Corp. 
has a scheme that works very well indeed. All of its employees, of 
course, are subject to these clauses, no doubt. I think they are, aren’t 
they, Mr. Holifield ? 

Representative Horirrenip. That is right. 

Representative HinsHaw. And yet they have been able to achieve 
very substantial awards for the outstanding inventions. And, of 
course, there is an award panel that establishes the amount that they 
should receive, and I believe it is paid over a 2-, 3-, or 4-year period, 
something of that sort. And they are an outstandingly successful 
corporation in fields which are parallel to that of the Atomic Energy 
Commission. The fact is that they operate a plant, I believe. 

Mr. Bosxkry. I cannot say to you I am sure it would work well. I 
think it might well work out well, and it might well be worth trying, 
and the expense of trying it would probably be rather small, especially 
if you put some ceiling on the amount of awards that could be given 
in that particular situation, where there is an outstanding contract 
that otherwise would bar it. 

Senator Pastore. As a practical proposition, if a Government em- 
ployee or an employee of the Commission came upon a brilliant idea, 
what would prevent him from severing his position with Government 
and then applying for a patent or an award? How would you ever 
prove where he got his idea, whether he got it in Government or 
out of Government? 

Mr. Bosker. His contract would normally read: All inventions and 
discoveries conceived during the course of his employment. Of course, 
that is a question of fact: When was it conceived ? 

Senator Pasrorr. That is just the point. When can anybody prove 
when he got his brilliant flash? And wouldn’t the benefit of the doubt 
have to be resolved in his favor anyway ? 

Mr. Bosxey. I suppose there would be a justifiable suspicion if the 
day after he emerged from the Government he wrote down the idea 
that apparently never occurred to him before. 

Senator Pastore. If you filed a patent 1 day after you got out, I 
would say you had bum legal advice before. 

Chrairman Corr. Mr. Hamilton has just advised me that with 
reference to the Du Pont Co. award system, before Du Pont would 
take the contract for the big job down at Savannah River he insisted 
that rather than accept the Commission’s provisions as to requirements 
and limitations with respect to patents, the Du Pont principles and 
procedures be made available to its employees down there. 

Representative HinsHaw. It seems to me if that is the case, there 
is no reason why it shouldn’t be spread throughout the Commission 
and its contractors. 

’ Chairman Corz. Senator Pastore, you are next. 

Senator Pastore. The only question I should like to ask you—per- 
sonally, I favor the idea of compulsory licensing, but there is an alter- 
native to that: What would be your reaction to the suggestion of cut- 
ting the period down from 17 years, let’s say, to 5 or 7 years? 

Mr. Bosxry. My reaction, Senator, would be that the 5 or 7 years 
immediately ahead of us may be the most critical period on this mat- 
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ter; that it is just during this period that the people who are now 
established on the inside of the atomic-ener gy program might, through 
new inventions on which they would obtain patents, create monopolies 
that would unfairly deprive other people of the chance to get in on 
some sort of even footing. 

What I am saying is that I agree with what was in President Eisen- 
hower’s message that probably 5 years from now it will be reason- 
able to do away with this compulsory licensing procedure altogether. 
We can hope it may be. But it is the period immediately ahead that 
we should be most concerned about. 

Senator Pasrore. I grant you that. The only thing that was both- 
ering me—in the event that compulsory licensing were declared to be 
unconstitutional, then, of course, it would be subject to the 17- year 
per iod, which would be even worse than the 7- to o-y ear per iod. Am 
I right or wrong ? 

Mr. Bosxey. I can’t bring myself to the opinion rw there are any 
substantial constitutional questions that are involved, Senator. I am 
expressing only a personal opinion. 

Senator Pastore. I only hope you are right on that, but as I read 
the Constitution it is quite clear on the subject. 

Representative Hoxirrexp. As I read it, it reads the other way. I 
guess that is what makes a 5-to-4 decision from the Supreme Court. 
Mr. Boskey, I don’t have any questions on your testimony. I do, 
however, want to comment on it and say that it seems to me to be a 
very well-considered and moderate approach to this very complic ated 
problem, and I feel personally indebted to you for giving us the benefit 
of your views, which certainly are based on a very intense study of 
this section. And I would like to avail myself of the privilege that 
some of the members have used before—to ask you if you would further 
assist the committee by submitting to us langu: age which you think 
would do the job which you think should be done in this field. 

Mr. Bosxey. I cert tainly shall, if the committee wishes. 

(The information referred to follows :) 

VoLpr, BosKEY & SKALLERUP, 
Washington, D. C., May 17, 1954. 
Hon. W. STERLING COLE, 
Chairman, Joint Committee on Atomic Energy, 
United States Capitol, Washington, D.C. 

DeAR Mr. Cote: During the course of my testimony before the Joint Commit- 
tee on Atomic Energy on May 11, when I was presenting my views on the patent 
provisions of the pending atomic-energy legislation, I was requested to submit to 
the committee specific statutory language which would carry into effect the ideas 
I was suggesting. My purpose in writing this letter is to respond to that request. 
I shall follow the same sequence for the various items as was used during my 
testimony. 

With respect to what I have called the two main objectives of the patent pro- 
visions of the pending bill: 

A. Restoring the field of “production of fissionable materials” to the patent 
system. The language of the bill appears to me to be adequate for this purpose. 

B. The “compulsory licensing” provisions. For the reasons stated in my 
testimony, I believe the substance of the provisions in the existing law should 
be retained. To accomplish this, the language of section 11 (c) of the Atomic 
Energy Act of 1946 should in general be retained, but there are three modifica- 
tions which appear in order. The first would be to add inventions “useful in 
the production of fissionable material’ to the category of inventions covered by 
the provision, since such inventions, though not now patentable, would by the new 
law be restored to the patent system. The second would be to substitute the new 
term “special material” for the old term “‘fissionable material.” The third would 
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be, for reasons I suggested in my testimony, to add an explicit requirement that 
the patent owner should receive due notice and opportunity for a hearing, before 
the Commission can proceed to make the requisite determination that his patent 
is “affected with the public interest.”. With such changes, the first subsection 
of the provision might read substantially as follows: 


“NON MILITARY UTILIZATION 


“(1) It shall be the duty of the Commission to declare any patent to be 
affected with the public interest if (A) the invention or discovery covered by 
the patent is useful in the production of special material, or utilizes or is essential 
in the utilization of special material or atomic energy; and (B) the licensing 
of such invention or discovery under this subsection is necessary to effectuate 
the policies and purposes of this act. Provided, however, That the Commission 
shall not declare any such patent to be affected with the public interest until 
after the Commission shall have given the owner of the patent 30 days’ notice 
(which period may be shortened by the Commission if it finds such action required 
by the national security) and opportunity for a hearing, and a record shall be 
made of any such hearing.” 


The second and third subsections of this provision might then remain as they are 
in the existing Atomic Energy Act of 1946. 

I shall now refer to the 12 additional items which I discussed before the 
committee. 

i. The time for reporting could be enlarged simply by substituting, in section 
151¢ of the bill, the phrase “‘ninetieth day” or “one hundred and twentieth day” 
for the phrase “sixtieth day.” With respect to this reporting requirement of 
section 15le, I might add a further comment which was not covered by my testi- 
mony. In order to induce prompt disclosure and reporting of inventions, so 
that there will be no holding back of vital new developments in the field, your 
committee may wish to broaden rather than narrow the areas where reporting 
is required. In this connection, you may want to consider whether the first 
sentence of section 151¢c should be expanded to read along the following lines: 

‘ec. Any person who has made or hereafter makes any invention or discovery 
useful in the production of special material, or in the utilization of special ma- 
terial or atomic energy in an atomic weapon, or in the utilization of special 
material or atomic energy for nonmilitary purposes, shall file with the Commission 
a report containing a complete description thereof, unless such invention or dis- 
covery is described in an application for a patent filed in the Patent Office by such 
person within the time required for the filing of such report.” 

2. In order to provide an award for inventors to compensate them for their 
inability to obtain patent rights in the specified fields of research and develop- 
ment—an inability which results from section 11 (b) of existing law and would 
result also from section 152 of the pending bill—a new provision could be added 
to the “Eligibility” portion of section 11 (e) of the existing law, which presum- 
ably would be in section 155 of the new law. This might be along the following 
lines: 

“Any person making any invention or discovery which has been patented on or 
after August 1, 1946, but on which the extent of the patent rights have been lim- 
ited by section 152, may make application to the Commission for, and the Com- 
mission May grant, an award on account of such limitation of patent rights.” 

It would then be necessary also to refer to this new provision by number in 
subparagraph (C) of the “Standards” provision—which is section 11 (e) (3) of 
the existing law. 

3. The problem of avoiding unintended inferences, which might otherwise re- 
sult from the textual changes section 153 would make in the “acquisition” lan- 
guage, can be met by appropriate statements in the committee report. 

4. To be sure that the Commission’s power to grant royalty-free licenses to 
American business for use of Commission-owned patents is fully preserved, the 
phrase “including a reasonable royalty fee” should be deleted from section 154, 

5. To preserve the legal status of the Patent Compensation Board, section 11 
(e) (1) of the existing act should be restored—presumably at the beginning of 
section 155. 

6. If the compulsory licensing provision is restored, either with or without the 
modifications suggested, then section 11 (e) (2) (A) of the present law providing 
for determination of reasonable royalty fee should likewise be restored. 

7. To retain the award system for inventions excluded from the patent system 
by the new law, section 11 (e) (2) (B) of the present law should be restored. 
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Changes of scope and terminology would be needed to make it conform with the 
proposed text of sections 151a and 151b. 

8. To establish an award system which would enable the inventor to elect to 
obtain an award in lieu of patent rights for inventions in the atomic energy areas 
where patents would be permissible, language along the following lines could be 
used, presumably as a new provision in the “Eligibility” provision of section 
155: 

“Any person making any invention or discovery useful in the production of 
special material, or in the utilization of special materials or atomic energy for 
nonmilitary purposes, may elect to make application to the Commission for, and 
the Commission may grant, an award: Provided, That before receiving such an 
award, the owner shall, make a comple te assignment of all rights in such inven- 
tion or discovery to the Commission as agent for the United States: And provided 
further, That no award for any such invention or discovery shall be made by the 
Commission in an amount in excess of $75,000.” 

It would also be necessary to refer to this new provision by number in sub- 
paragraph (C) of the “Standards” provision—which is section 11 (e) (3) of the 
existing law. 

The provision presently in section 11 (e) (2) (D) of the existing law, guar- 
anteeing the right to counsel, should be restored, or else the committee report 
should make it clear that the deletion is not intended to qualify or impair this 
important right. 

10. The textual matters referred to in item 10 of my comments on May 11 are 
self-explanatory, and in any event would become moot if some of these other 
suggested changes are made. 

11. The judicial review provisions now in section 11 (e) (4) of the existing law 
should likewise be restored. 

12. Item 12 of my comments on May 11 referred to the possibility of inserting a 
suitable saving clause. As I mentioned to the committee, this item might per- 
haps affect a matter which is pending in my office. For this reason I should 
prefer that persons other than myself should suggest what the most appro- 
priate language would be. Some guidance might be found in standard saving- 
clause provisions of the types found in section 405 of the Immigration and Na- 
ationality Act of 1952, or section 7851 (b) of the pending revision of the Internal 
Revenue Code. 

If the joint committee considers it appropriate, I should be happy to have this 
letter incorporated into the record of the hearings, by way of supplementing my 
testimony on May 11. 

Sincerely yours, 
BENNEttT BosKeY. 

Representative Horirretp. I personally would like to confer with 
you on it and have you explain to me in detail; because I believe you 
have shown a knowledge on this subject which is very deep. 

Now, I would like to pass your testimony at this time and revert 
to the question of the 5-year limitation. In case a compulsory pro- 
vision is adopted, we are faced with a period of development, and 
5 years seems to have been picked out of the air, but I wonder some- 
times if the 5-year period is not a fictitious figure, in the light of the 
fact that it will take something like 4 to 5 years for the Commission 
to finish most if not all the 5 reactors which are planned. 

It is possible that they might reduce that period to 31% or 4 years. 
On a full-scale reactor, undoubtedly, unless it was started pretty soon, 
it would be at least 5 years before it was finished. 

It seems to me that there must be a period of operation of those 
reactors before there can be a correct evaluation as to the worth of 
each one of those reactors. And therefore if a 5-year period was 
declared in the bill, and if, in the 6th year, by that time the tech- 
nology having advanced as far as it would have advanced in that 
5 years, and having been made known to all of the scientific fraternity, 
it would seems to me that there would be very definite danger in 
patents being filed in the years 6, 7, and 8, for example, whose ‘worth 
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may have been fully proved in the 5-year construction period. And, 
therefore, I would like to know if you have any ideas as to the time 
which would fully protect the Government in the technology which 
it has paid for? 

Mr. Bosxry. Well, I think this, Mr. Holifield; it seems to me it 
is a very difficult matter for anyone now to predict whether it will 
be precisely 5 years or precisely 7 years or precisely 4 years, a little 
longer or a little shorter, when the condition in the industry has 
substanti: lly changed, and when the patent system can be put back 
on to an almost completely normal basis. As I understood the Presi- 
dent’s message, what he said in it was that it was his hope that in 
about 5 years the conditions would change. And it certainly is my 
hope and probably the hope of every member of this committee. 

did not think that the President was recommending that the bill 
itself should contain a 5-year provision or any other specific number 
of years as a limitation on this compulsory licensing power. It 
would seem to me that a more prudent course would be to leave that 
matter at large in the bill itself, and in the committee report express 
clearly the hope of the committee that the period can be made as 
short as possible, and that there is an intention on the part of the 
committee to review the situation periodically to see whether there 
has been a change in conditions that would warrant changing the law 
in this respect. 

Re presentative Ho.utrretp. Thank you. 

Chairman Core. You will agree, won’t you, Mr. Boskey, that any 
statutory requirement for cross licensing is a deterrent to invention? 

Mr. Bosxey. I think that if people realized 

Chairman Cote. Oh, come now. Of course, the answer is “Yes.” 
To the extent that you invade the exclusiveness of a monopoly, you 
deter, you discourage, inventiveness, don’t you ? 

Mr. Bosxey. I think there is some slight discouragement. 

On the other hand, it offers an encouragement to other people to 
get into the field, who know that nobody can block them out of the 
field entirely by having a patent which he came by because he had 
earlier knowledge. 

Chairman Coie. How does it encourage them to get into the field? 
By waiting until somebody else discovers an idea and then putting it 
to work? 

Mr. Bosker. Let me give an example. The B company, just using 
fictitious letters, has never been in the atomic energy field at all. It 
would like very much to come into the field. It is afraid if it comes 
in and invests any substantial sums of money in capital facilities it 
will find astride the field a company that was in there 5 years ahead 
of it, and has developed some new idea which is going to block the 
program of all competitors in the field. I think that possibility is a 
substantial deterrent to new people coming into the field. 

Chairman Cots. That is true in anything, isn’t it? That was true 
with automobiles, with bicycles, with electronics, with radios, with 
television. 

Mr. Bosxry. It has been true with everything, but there is a very 
important difference in quality and degree in this field, I think, and 
that is because in this field, because of the Government monopoly that 
has existed to date, there has necessarily been a very narrow participa- 

















































AMEND ATOMIC ENERGY ACT OF 1946 149 


tion in the field. And the ability to get into the field has been based 
not on considerations of right but on considerations of convenience 
to the Government. There has been no equality of opportunity for 
everybody to get in. What I am urging is that until you have had a 
little more equality of opoprtunity to get into the field, you want 
to be sure you haven’t blocked peorle out who want to get into it, 
who would like to get into it, but may not have been able to get into it. 

Chairman Core. Isn’t the thing which you seek to control or pre- 
vent the possibility or the occurrence of any of these companies who 
have been on the inside of this operation from obtaining a windfall 
because of their preferred position? Isn’t that what we are trying 
to prevent? 

Mr. Bosxery. Well, windfalls are a factor, but in my mind this other 
consideration which was mentioned in the President’s message looms 
larger, namely, that it is important not to exclude other companies 
which haven’t yet had the opportunity to participate in this program. 
It is important that they shouldn’t be excluded from an opportunity to 
get into it. 

Chairman Core. If we prevent those other people from getting a 
windfall, then do we not make it possible to open the door for these 
other people to come in ? 

What I am thinking is: Can’t we accomplish the goal that we seek 
in some other method than the one of doubtful constitutionality, of 
doubtfulness as a matter of principle of cross licensing? Isn’t it 
possible to authorize the Commission to, by condemnation, acquire 
a patent from any company if it feels that the owner of that patent 
is restricting its use unduly, or if it feels that that company has ob- 
tained that patent because of its pecular position in its work with the 
Government ? 

Mr. Bosxry. I would suggest, Mr. Cole, that that might be a far 
greater invasion of the normal rights of a patent owner than this very 
modest system. 

Chairman Core. You mean the right of condemnation ? 

Mr. Bosker. The right which might be exercised for the kinds of 
purposes that have just been suggested. It would deprive the patent 
owner of his entire rights under the patent, a fairly stringent remedy. 

Chairman Corr. Not without compensation. 

Mr. Bosxry. With compensation. But the compulsory licensing 

assures that the patent owner will get ample compensation for his 
patent. There isn’t any problem of compensation there. Because he 
is going to get a reasonable royalty fee, in the first place, to be de- 
termined by negotiations between himself and the prospective licensee, 
and then only in the event that they can’t reach an agreement volun- 
tarily as to the amount of royalty, then the Commission determines 
what the royalty shall be. It is a very modest system as it now is in 
the act. It will almost never be exercised. The existence of the 
power, as I said before, seems to me a wholesome thing which will 
discourage overreaching in this field. 

I hope that it will never be necessary for the power to be exercised. 

Chairman Core. Well, let me assure you that you have been very 
helpful to the committee. F 
Senator Pasrore. May I ask a question, Mr. Chairman? 
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Mr. Boskey, the American people have already invested $11 billion 
in this field of atomic energy, and now we are opening the doors for all 
to come in. But we must concede at the very outset that only the very 
large corporations can come into this very expensive field. 

Now, do you think that anyone who starts with that great advantage 
and comes upon a new idea which is allied with this whole field of 
atomic research should have an exclusive right of patent for 17 
years? Do you think anyone else in any other field where he starts 
at scratch would? 

Mr. Bosker. Senator, I think that the problem of size exists in 
other fields besides this field. I think that everyone who makes an 
invention is building on the entire heritage of the past. I think 
that experience has shown that the normal patent system in normal 
situations is an effective and a reasonable means to encourage invention 
and encourage technological progress. And I would not feel, were 
it not for special conditions that existed in the field of atomic energy, 
that the situation should be considered different here. But there are 
some special conditions here. 

Senator Pasrorr. Would you see anything unconstitutional in the 
law that would fit that period of exclusiveness to a period of, say, 
8 or 10 years? 

Mr. Bosxey. I think the Congress has plenary power to fix the time 
for which a patent right shall be granted. 

Chairman Corr. Mr. Hinshaw indicated he had a question. 

Representative HtnsHaw. This subject of $11 billion has been men- 
tioned several times as the investment the United States has in atomic 
energy. But I would suggest that perhaps that figure could be cut 
down by the amount of plant investment, which has nothing to do with 
research and development, and also it is subject to production. And 
then you can find some much lower figure. 

Senator Pasrore. I don’t care about the amount of figure you 
use. 

Representative Hrysnaw. The stockpile is an offset, and so on. 
There are many offsets to that $11 billion figure. So you come down 
to some lesser figure. I don’t know just what it would be. 

Senator Pasrore. I will concede that. 

Representative Horrrretp. Without reference to anything that has 
been said this morning, I want to explore one point. You have had 
experience with the Commission since its inception, part of that time 
with the Commission; isn’t that true? 

Mr. Bosxey. That is right. 

Representative Hoririretp. Not as a member of the Commission, of 
course. In your opinion, has the technology of the development of 
processes and results proceeded at an unusually fast pace during those 
years ¢ 

Mr. Bosxery. Mr. Holifield, I feel an exceptional modesty about try- 
ing to answer that kind of a question. It is true that by osmosis a 
lawyer picks up some knowledge of these scientific matters when work- 
ing close to them, but I really would prefer to let the scientific people 
speak to that point. 

Representative Houtirretp. Would you take the President’s word for 
it when he said— 


Generations of normal scientific developments have been compressed into less 
than a decade. Each successive year has seen technological advances in atomic 
energy exceeding previous estimates. 
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Would you feel that was a reasonable statement ? 
Mr. Bosxey. It certainly sounds like a reasonable statement. 
Representative Houirretp. And do you think if it had been left up 

to private industry to put the money into this new development, we 

would have had enough money to have proceeded as fast as we have 
proceeded ? ‘ 

Mr. Bosxey. I think that the time factor is a very important one 
here. I think that there were times during the development of this 
program where it wasn’t a feasible thing for large amounts of private 
capital to be invested. Because quite naturally, persons responsible 
for investing private capital the directors and the shareholders of a 
corporation, have to consider the economic return. 

Representative Houtrrerp, That is right. 

Mr. Bosker. In connection with the power program, it has only 
been recently that there was any expectation that we were within 
shooting distance of an economic return. 

Representative Hotirrevp. But isn’t it also true that this committee 
held hearings last year, and we found no industrial firm that was 
willing to put up 30, 40, or 50 billion dollars to build a reactor? 

Mr. Bosxry. Well, happily, as I understand it, there is beginning 
to be apparent some slight change in conditions. 

Representative Hotirietp. There is an interest, yes. But the result 
of those hearings was that none of those private enterprises would 
put up the money, and therefore the Government had to embark upon 
a five-reactor program which it will finance itself, because private 
industry would not put the money into it. And it is upon those 
five reactors that we are depending at the present time for increasing 
our technological information; not upon any reactors where private 
industry has placed the amount equivalent to build the reactor to 
advance the technology. And therefore the statement that you have 
made this morning is well founded in fact, that we are entering an 
interim period immediately ahead, in which technology will be pro- 
duced at Government expense, and in which the interests of the Gov- 
ernment should be protected. 

Chairman Coreg. I am curious, Mr. Boskey, to have your reaction to 
a provision I propose to suggest to the committee in connection with 
this bill, which in substance will say that in the case of any member 
of the legal profession who has been employed or associated with the 
Atomic Energy Commission program in any respect for a period 
greater than a year and terminates that connection, for the following 
5 years his services, his talents, his professional abilities, must be 
available to any client who may apply for them at a legal fee to be 
fixed by the Commission. 

I wonder what your feeling would be about such a provision? 

Mr. Bosker. Mr. Chairman, I would hope that lawyers in the 
practice of the law would never be required to accept as clients persons 
or corporations upon whom they deemed untrustworthy or undesir- 
able as clients, except by assignment from a court. It obviously is 
part of the obligation of the bar to accept assignments—— ’ 

Chairman Cotr. Before we go any further, it is obvious that you 
took me seriously. I was simply trying to point out and bring directly 
home to you what I thought to be an analogous situation to the prin- 
ciple which you espoused, of compulsory cross-licensing. 
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Mr. Bosker. Well, the answer that I gave rested on principles of 
the professional relationship between a lawyer and a client, which 
seem to me virtually inapplicable to the economic problems we are 
trying to deal with in this invention field. 

Representative Price. You don’t believe it is an analogous situa- 
tion, either, do you? 

Mr. Bosker. No. 

Senator Pasrore. What you should have answered is: “If it applies 
to former Members of Congress, I am for it.” 

Chairman Cote. The principle in my mind is exactly the same. 

Senator Hicken.Loorer. Mr. Chairman, I tend to agree that there 
is a strange similarity in the situation. 

Let’s take Mr. Boskey, without any intention of using him except 
as an individual for purposes of illustration. If he works for the 
Commission for a considerable period of time in the legal depart- 
ment and perfects himself in the ood phases of atomic energy, query : 
Should he thereafter have his fees fixed by the Commission, because 
he is representing clients to whose benefit he brings the special train- 
ing which he has received as an employee of the Commission? I 
think it is interesting. I am not going to advocate that, Mr. Boskey. 
But it is all a property right, whether it is in your head or whether 
it is a mechanical thing. 

Mr. Chairman, I think you have furnished an interesting field, 
there. 

Chairman Corr. We again compliment you on the great help you 
have been. Of course, a good many of the points you have raised 
have already occurred to the committee and the other witnesses. 

Mr. Bosxey. I thought that was true. 

Chairman Cote. And they are in the process of correction. How- 
ever, you have been very helpful, and I hope we can take advantage 
of your further assistance. If you or your associates care to submit a 
supplemental statement we will be glad to receive it. 

(The supplemental statement referred to follows :) 

VOLPE, BOSKEY AND SKALLERUP, 


Washington 6, D. C., June 15, 1954. 
Hon. W. STERLING COLE, 


Chairman, Joint Committee on Atomic Energy, 
Congress of the United States, 
Washington, D.C. 


DEAR Mr. CoLE: When I called you last Thursday I described briefly the concern 
I had that, as presently drafted, chapter 16 of the committee print of May 21, 
1954, would not accomplish the result which, I believe, is intended by your com- 
mittee. In response to your suggestion I shall indicate here why the present 
provisions seem to me to be inadequate. 

Section 181 of the committee print provides that “The provisions of the Ad- 
ministrative Procedure Act shall apply to all ‘agency acts’, as that term is 
defined in the Administrative Procedure Act, specified in this act.” It further 
provides that “full regular administrative procedures shall be followed” for 
those acts of the Commission which can be made public. As you know, however, 
much of what happens under the Administrative Procedure Act is dependent 
upon the basic legislation giving rise to the administrative proceeding itself. 
Unless the basic legislation requires the licensing proceeding to be determined 
upon the record after opportunity for an agency hearing, the agency is not 
required to follow the provisions as to hearing and decision contained in Section 
7 and 8 of the Administrative Procedure Act. 

I strongly recommend that any ambiguity which now exists with respect to the 
requirements of section 181 be eliminated. This might be done in one of two 
ways, either by writing into the section express language requiring hearings or 
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through appropriate reference making sections 7 and § of the Administrative 
Procedure Act applicable. 

Another question which is only indirectly related to chapter 16 is suggested 
by the so-called “inside track” problem. 

Of all the issues which have been raised in the hearings held by your committee, 
none has been more troublesome than the concern which exists over this question. 
I believe it is a serious problem, but not necessarily for the reasons advanced by 
some witnesses. I doubt for example, that companies now in the program are 
likely to make “a killing”, or walk off with a bonanza. The issue, it seems to me, 
is not of this character. 

I believe the problem is primarily one of equal opportunity for all comers and 
a matter of fair play and treatment by the Commission towards those who wish 
to be active in the field. This means that the Commission ought to be required 
to conduct its affairs in a manner calculated to help the outsider to stay 
abreast of developments, so that he will know what is being planned well in 
advance of an irrevocable action or decision which fixes the future course of 
important projects with little, or no, public discussion or criticism. I am sure 
there is no disagreement among those who have urged new legislation in this 
field that the public interest would be served best if the peacetime development 
of atomic energy is carried out in the fullest possible gaze of public scrutiny. 

The proposal I make to cover this need is that the new law cover three points: 

(1) That the Commission be required by law to give public notice and an 
opportunity for hearing on all applications made to the Commission for a 
license or construction permit, 

(2) That the Commission be required by law to allow participation by 
interested parties and groups on a reasonable basis in the hearings which 
the Commission is required to hold, and 

(3) That the Commission be required by law to make public its action on 
such applications, giving its reasons for the particular action taken. 

In addition to these requirements governing applications for licenses, I sug- 
gest a further provision to require the Commission to give public notice of all 
power projects or other civilian uses which the Commission may plan to initiate. 
Furthermore, I believe it would be in the public interest to require publication of 
the “finding of practical value” contemplated by section 102. 

The reasons underlying these suggestions will, I am sure, be rather obvious to 
you and members of your committee. The instinctive tendency which all of us 
suffer with, in varying degrees, to preserve a certain amount of privacy has been 
exaggerated beyond the requirements of orderly administration by the secrecy 
problem. I doubt that the point needs further elaboration; your committee is 
fully aware of the problem and have unquestionably been concerned with it in 
your efforts in drafting new legislation. 

Other provisions of the committee print which seemed to me to raise substantial 
questions are as follows: 

Section 45: It seems to me that the provision dealing with the regulation of 
prices to be charged for byproduct energy is ambiguous since it is questionable 
whether any agency, State or federal, would have jurisdiction in the cirecum- 
stances contemplated by this provision. If it is intended to give jurisdiction to 
State agencies then I should think the language should be explicit in this respect. 
If it is only meant not to disturb existing jurisdiction it would be well to make 
this point clear and unambiguous. A more substantial question raised by this 
section is whether the provision might cast doubt on the power of the Federal 
Government to own and operate an atomic power facility when its primary or 
sole purpose might be the production of electric energy. 

Section 102 substitutes a Commission finding for the so-called “7 (b)” report. 
I find this difficult to reconcile with the proposition that this new legislation is 
limited to providing only a framework for the beginnings of an industrial partici- 
pation program and leaves to a future Congress legislation governing the pro- 
duction of electric energy from nuclear fuels. 

Section 103 provides a rather unfortunate restriction on the use the Commis- 
sion might make of information reported to it by licensees. I feel full discretion 
should be left with the Commission since there might arise situations in which 
the advancement of the art could easily depend upon the widest dissemination 
of all information and data then available to the Commission. 

In the same section, subparagraph (b), the restriction against licensing any 
person for activities not within the jurisdiction of the United States might give 
rise to serious problems if American companies wanted to engage in construction 
and operation abroad under arrangements entered into pursuant to Section 123. 
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There are other comments which I would want to make with respect to other 
provisions of the committee print and specific language used, except that I know 
others have covered these points in considerable detail either in testimony before 
the committee or through written statements. I have seen, for example, the sup- 
plementary statement of the Special Committee on Atomic Energy of the Assecia- 
tion of the Bar of the City of New York and I agree with many of the comments 
included in that statement. 

Sincerely yours, 
JOSEPH VOLPE, Jr. 

Mr. Bosxery. Thank you, Mr. Chairman. 

Chairman Corr. The next witness scheduled for this morning is 
Mr. Steers, Mr. Newton Steers. 


STATEMENT OF NEWTON I. STEERS, JR., PRESIDENT, ATOMIC 
DEVELOPMENT MUTUAL FUND, INC. 


Mr. Sreers. Mr. Chairman, may I give the committee some material 
‘that may help you in knowing who we are? I am the president of 

the Atomic Development Mutual Fund. As most of you realize, a 
mutual fund is another name for an investment company. We sell 
our shares to the public and invest the money thus obtained in a 
variety of other companies, in our case, atomic companies. 

We went on the market 5 months ago and have grown in that time to 
about $114 million. This rapid growth is an indication that the in- 
vesting public recognizes the growth potentiality in this field. 

Senator HickenLoorer. Mr. Steers, you say you have grown to 
about $114 million. What do you mean by that? 

Mr. Steers. The total assets of the fund, Senator, now amount to 
approximately $114 million. 

Senator HickeNn.Loorer. What is the source of those assets? Stock 
purchase ? 

Mr. Steers. Yes. The public has bought from us shares in our 
fund to the extent of $114 million, and we are in the process of in- 
vesting the funds given to us in that fashion. 

Senator HickenLoorer. Do you have a list of the officers and board 
of directors of this organization ? 

Mr. Steers. I do, and it is to be found in the material that I gave 
Mr. Cole. 

I certainly agree with you that we don’t want to put the whole 
prospectus in. 

Chairman Corr. Let the reporter take from whatever information 
is given to him by Mr. Steers a list of the names and addresses of the 
board of directors and officers. 

(The material referred to follows :) 

Board of directors: Merle Thorpe, Jr., chairman; Clarence Dodge, Jr.; Rich- 
ard P. Dunn; Robert W. Fleming; Arthur M. Hill; William A. W. Krebs, Jr.; 


Herbert Kunzel; Alfons B. Landa; Richard D. Sowder; Mark Sullivan, Jr.; 
Frederick H. Warren. 


Officers: Newton I. Steers, Jr., president; Clarence Dodge, Jr., treasurer; 


James L. Quinn, assistant treasurer; Richard D. Sowder, secretary ; Thomas P. 
Trevett, Jr., assistant secretary. 


_ Mr. Steers. I have given to the committee a paper, which I do not 
intend to go through at this time, and I think you will appreciate 


why. Itis purely background and tells something about what we con- 
ceive to be the investment opportunities in the field. 
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I think this paper is relevant, because it shows that a considerable 
portion of the atomic field is already in the private enterprise sector 
of our economy. I think those who oppose the passage of a bill such 
as the one before us are probably not sufficiently aware that private 
enterprise is already operating in at least the following fields: 

First, manufacture of radiation instruments. 

Secondly, the processing of radioisotopes. 

Third, the mining and milling of uranium and thorium. 

Fourth, the manufacture of specialized equipment for atomic fac- 
tories, even though the latter are owned by the Government. 

I have not studied the bill in sufficient detail to qualify me to com- 
ment on individual points, but I have a few general comments which 
bear on the general advisability of passing such a bill as this. It is my 
belief that this bill should be passed in substance as it is. Of course, 
all improvements possible should be made, but changes should not 
be allowed to cause protracted delay. The advantages of certain 
changes do not, in My opinion, outweigh the disadvantages of delay. 

My first comment relates to the fallacious contention that opening 
atomic energy to free enterprise is a giveaway. Needless to say, I am 
bullish on the future of the atom, but I would nevertheless go even 
further than ex-Chaiman Gordon Dean, who so amply proved that 
nothing was being given away. I would go so far as to say that per- 
haps something is bejne. given away—the chance for a businessman 
to lose his shirt. This"pill is purely a permissive bill. All it does 
allow business is to take a crack at the problem. 

Those who oppose it, I think, should come right out and say the j do 
not think that free enterprise is effective. Certainly it is true that 
the taxpayer has paid for the development to date, and the question is: 
How can he best get a return on his investment? He has already 
gotten priceless national security, but he can get more—peacetime 
bene fits. They will come most quic kly if fresh minds are brought to 
bear, new approaches made. If business fails to come up with any 
thing, nothing will have been lost. If business does come up with 
something, the taxpayer will be the beneficiary. 

If it is not concern about the taxpayer, the public, but concern about 
small business, which troubles those who would oppose such a bill as 
this, I would state that so far as I am aware it is not representatives 
of small business who have come forward in opposition. Quite the 
contrary. For small business will benefit, too. Small business will 
compete in areas where it has the facility to do so. Small business 
could not supply complete reactor complexes regardless of patents, 
transition periods, prior know-how, or what have you, but small busi- 
ness can exercise tts ingenuity on components, just as it does in air- 

craft, automotive, and many other fields. 

The patent problem is just another aspect of the same basic ide: 
that a man should be allowed to benefit from his extra ability or 
endeavor. The patentee is granted a monopoly over his invention, 
but he is given no guaranty that anyone will ever buy the patented 
article. Unless it is cheaper or better, it will not sell; and if it sells, 
that proves that the buying public believes it has benefited by the 
purchase. 

Finally, I should like to comment on section 7 (b), now seetion 102. 
When the McMahon bill was passed, it was understandable that people 
48184—54-—-11 
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should suppose that it would be possible to identify when the point 
of practical value had been reached. It can now be seen that there 
are infinite shades of practical value. 

The AEC apparently thinks the point has not been reached. Ap- 
parently others think it has. I think the estimate requirement should 
be eliminated. It will be quite as much as the AEC has the capability 
for if it states all the facts with respect to use and gives its recom 
mendations as to supplemental legislation. 

I suggest that a report as to the social, political, economic, and inter- 
national implications of such use would not aid this committee as 
much as testimony from the sources the AEC would presumably draw 
on in compiling such a report. 

You might lose the benefit of some digestion, but you would gain 
more by eliminating some indigestion. 

In summary, then, I should like to state that in my opinion the 
public interest will best be served by an early passage of the bill 
before us. 

Chairman Cote. Thank you, Mr. Steers. 

Are there questions from members of the committee ¢ 

There are none. 

Thank you for your appearance. 

(The complete statement of Mr. Steers follows :) 


INVESTMENT Status or ATOMIC ENERGY 
(By Newton I. Steers, Jr., president, Atomic Development Mutual Fund, Inc.) 


INTRODUCTION 


Investing in atomic energy is now commonplace. It is purely nostalgic now to 
mutter, “It’s years away” or “Government monopoly.” 

It is true that atomic power, as distinguished from other phases of atomic 
energy, is not yet here, so far as electricity for everyday use is concerned, though 
the atomic submarine, launched in January 1954, utilizes electric power derived 
from atomic fission. But apart from atomic power we shall see there are sub- 
stantial other elements in the industry. 

Ii is also true that large portions of the total national atomic program are 
Government monopolies. But again the exceptions are very substantial. 

The A-bomb, the H-bomb, the C-bomb are now the major policy determinants 
in the grim race between lasting world peace and substantial extermination of 
the human species. Our elected leaders are struggling with the appalling politi- 
eal implications of ‘this extinctive force. Every citizen must feel how crucial 
are the decisions which approach with such velocity. In the meantime, invest- 
ment will go on, fortunes will be made and lost, incomes will ebb and flow, at 
least until the day the H-bombs drop. And these activities will go on despite 
the concurrent necessity for rearmament. 

We need not be deluded into the fallacious supposition that science’s gigantic 
military offspring has no civilian brother. A $459 million industry is a pretty 
lusty infant by any normal standard, though dwarfed by the $14 billion appro- 
priated ($9 billion spent) by the Federal Government. As will be seen below, 
the industry is new and varied, but above all it is growing. 


SIZE OF THE INDUSTRY 


How do we get this figure for the size of the industry? It is made up of the 
segments below, roughly expressed in terms of annual gross sales: 
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Segments in which investments can now be made : 
Uranium (thorium, lithium, beryllium, zirconium) mining and proc- 


essing__-—- ae iaiicilidamamsisii Spoindane  siociiniae eeesaaeia tanirameaas ae 
Processing of radioisotopes_- ‘ nee 2 
Manufacture of radiation instruments ee 
Specialized equipment supply . : 107 
et haha a ieee 7 os 5 Pe 7 459 

Segments not yet available for investment: 
Commercial atomic power_--- sal acieate _._.. $300 million by 1963 


Fission product sterilization of drugs and foods 
Support for these figures as minimum is given below 


DEFINITION 


Atomic energy is capable of so many interpretations that we should digress 
long enough to point out that we are confining our attention here to the portions 
of the industry in which it may properly be said a member of the public may 
invest, with a reasonable chance that his investment will fare better than the 
average investment, to the extent that the field of atomic energy undergoes 
more rapid growth than the average of all industry. 

In the course of the discussion below comments on companies working entirely 
under cost-type contracts will be made, although no profit can be made on 
revenues received in such fashion. Such comments are important because 
companies receiving revenue for work done relating to atomic energy via a 
cost-type contract, i. e., as reimbursement for expenses incurred, are also receiv- 
ing know-how. Cost-type contractors in many cases are getting the equivalent 
of advanced degrees for hundreds of their employees, advanced training obtain- 
able in no other way, and at no cost to the company. Such companies are, in 
effect, insuring themselves against obsolescence of their present techniques. It 
is no coincidence that some of the binest of the blue chips have such contracts. 
It is just another example of their farsighted management. We want to keep 
our eye on such companies, since in later years cost-type business may become 
fixed-price business, on which a profit will be made. 

However, the revenues so received are not included in the dollar figures given 
above for the size of the industry. To qualify for inclusion in those figures, 
the dollars must not only be atomic; there must also be the possibility of making 
a profit on them at the present time. 

I have examined the parts of the program below more or less in their chrono- 
logical order, proceeding from ore prospecting to mining, refining, and manu- 
facture of bomb material. 

Certain special materials are then considered together, though functionally 
2 of them may be construed as alternates to uranium, whereas 2 are used 
in conjunction with uranium. Three other segments of the present industry 
are then considered successively, ending up with a discussion of two of the future 
applications of atomic energy. 

‘he material on uranium is broken down geographically. A figure of at least 
$300 million on the size of the total uranium industry may be deduced as follows 
The commissioner of mines for the State of Colorado has estimated the value 
of mining and milling of uranium for 1953 at $75 million for Colorado alone. 
This may be upped conservatively to $100 million by taking in other United 
States production (Utah, Arizona, ete.). It is known that Canadian and Belgian 
Congo production are each at least equal to United States (perhaps substantially 
in excess). South African production is increasing rapidly, but need not be 
estimated for our purposes. The additional $25 million is due to the other 
atomic metals—thorium, lithium, beryllium, and zirconium. 


URANIUM 
Domestic prospecting 

The domestic position of uranium is unique among mined metals, in that 
the United States Government price is guaranteed until 1962. This price, unlike 
that of gold, may not be lowered and uranium is thus protected from such price 
vicissitudes, as were experienced recently by tin, lead, and zinc. Any seller 
is confronted with an absolutely infinite demand, created for the very purpose 
it accomplishes—financial shelter for uranium mining. If atomic power does 
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not arrive before 1962, it will not matter to the uranium miner. Selections from 
the AEC domestic price schedule follow: 


. . Mine deve] nitial pro- *rice befor 
7 : Base price Grade pre- - ment "Teun ae 
Grade of ore, percent UsOs a mium per ofine : alain ieee a 
per ) tor LOWAN CE 0 5 per 1OWa 
per tor ton per t 
0.10 percent $3. 00 0 | $1.00 $3.00 $7.00 
0.21 percent 4.70 | 0.15 2.10 4 7 31. 65 
0.60 percent 42. 00 6. 50 6. 00 42.00 6. 50 
3 percent 210. 00 54. 50 30. 00 210. 00 01. 50 
10 percent... : ‘ 700. 00 | 194. 50 100. 00 700. 00 1, 694. 50 


It should be noted in connection with the above table that: 

(1) Deposits on the Colorado Plateau average about 0.382 percent though 
small veinlets up to 93 pereent have been verified. 

(2) The mine development allowance must be spent for that purpose, if ac- 
cepted. 

(3) The initial production bonus applies only to the first 10,000 pounds of 
U;0; mined. This would be 5,000 tons of ore at 0.1 percent, only 50 tons at 10 
percent. 

(4) Haulage allowance of $0.06 per ton mile is allowed for the first 100 miles 
transportation to a mill, but costs approximately cancel this item. 

(5) An important additional element in this picture is the Government com- 
mitment to buy all vanadium, up to 10 pounds of vanadium oxide for each pound 
of U;Oxs, at $0.31 per pound. 

(6) Ore-grade percentages in both mining and milling are expressed in terms 
of the common oxide of uranium U;Os, which is about 85 percent uranium. 

Domestic production is derived principally from the Colorado Plateau, which 
consists of some 130,000 square miles surreunding the four corners, i. e. the junc- 
tion of the States of Utah, Colorado, Arizona, and New Mexico. The area is 
so arid that there is little vegetation to hide the layered sides of the innumer- 
able canyons. The geologist is confronted on every side with the easily recog- 
nized sedimentary formations native to the area. Not so easily recognized, 
however, are the ones bearing uranium, for almost any of them may. Most of 
the uranium so far, however, has been found in two of the twenty-odd topmost 
layers of sediment which, though broken and missing in many places, overlie most 
of the Colorado Plateau. The older of these two ore-bearing strata is the 
Shinarump formation (often classified as part of the Chinle) which was de 
posited during the Triassic period more than 160 million years ago. It was 
at this stage in geologic history that dinosaurs first made their appearance on 
the evolutionary ladder. Both the powdery, yellowish mineral called carnotite 
and the hard, blackish uraninite have been found in the Shinarump. Carnotite 
generally does not occur in such high-grade concentrations as uraninite does, 
though even uraninite ore containing 1 percent U;Q0; or more has not been found 
except in small pockets. The other stratum, mentioned with great frequency 
by both the practical prospector and the professional geologist, is the Saltwash 
Sandstone member of the Morrison formation. This was deposited more re- 
cently (about 120 million years ago) during the jurassic period during which 
the Sierra Nevada Mountains first were formed and birds made their appearance 
along with a few primitive mammals. 

In addition to the ore-bearing horizons described above, which incidentally 
are believed to have become mineralized long after their host formations came 
into being, other beddings have proved important in certain localities. Among 
these are the Cretaceous (65-plus million years ago) sedimentary rocks of the 
Black Hills of South Dakota and the veins in igneous rocks in the Marysvale 
District, Utah, and the Boulder Batholith of Montana. 

The formations described above are typically a few hundred feet thick. 
Since the layers have folded and faulted extensively, and been subjected to much 
erosion, exposed edges of the layers, called outcrops, abound. Most of the 
likely outcroppings have been prospected with a Geiger counter or scintillometer. 
The latter, a more sensitive instrument, is superseding the Geiger counter in 
professional prospecting though the counter is still widely useful, particularly 
in actual mining operations. Airborne scintillometer surveys have been used 
extensively though they also depend on exposed ore. 
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The importance of outcroppings will be recognized when it is recalled that a 
mere foot of soil will generally prevent detection of radiation from even high 
grade ore. As the surveys of the canyon rim outcroppings have been practically 
completed, the AEC, the United States Geologic Survey, and private companies 


have done extensive drilling, to try and locate ore horizons. There are two 
types of drills: The wagon drill and the diamond drill. The wagon drill is 
used up to 200 feet and is basically a pneumatic hammer. The diamond drill 
is more expensive ($25,000 or more) and can go much deeper, though a 1,000-foot 


hole is considered a deep hole. 

There are a number of companies which are nothing more than prospectors 
In the last year at least a dozen new companies have floated their shares with the 
understanding that the money will be spent for exercising options and drilling 
the properties involved. If ore is discovered, the stocks stand to undergo 


manyfold appreciation. Most of these stocks were floated at less than $0.25, 
several at $0.01. They could go to over a dollar if a strike is made. If no ore 
is found, the investor's equity will be entirely dissipated. Most of the investors 


in these stocks realize the high odds against their ever getting their money back 
let alone multiplying it. However, at the present juncture in the market, they 
have done very well, for nearly every one of the penny stocks has doubled its 
price since issuance. Many original investors have sold half their purchase, 
thus getting their money back, the other half of the stock remaining as a no-cost 
gamble. A number of these penny stocks is listed below: 








_— 7 I t Recent 
a ae bid k 
pr 
1 Ur im Cx $0.01 * $0.10 $0. 11 
Ur 1 Co 03 05 0644 
idated Uranium 15 9 63 
Congo Uranium Co 02 3 .04 
F¢ 1 Uraniu 01 05 ¢ 
Great Basin. -- 01 26 29 
Lisbon Urenium ”) Q 8 
Mayflower ¢ 
Sun Uranium Co 2 Li) 07 
Timeco Co 1 Ot 
l ted Stat Uranium t 12 l 
{ iium In . lf 18 
Uranium Oi] & Trading 01 0% 1 
Uranium Corporation of America sata ; 2 044% 4 


A newcomer to the roster of low-price securities is Standard Uranium Corp., 
just emerging from examination by the SEC, and currently covered by a red 
herring prospectus. It will operate in an area contiguous to the fabulous $50 
million Steen mine (see discussion below). Steen has joined up with Frazer, 
formerly president of Kaiser-Frazer and now chairman of the board of Graham- 
aige Corp. At last count the public will buy at $1.25 what the promoters and 
distributors bought at $0.01. This could still be a good deal if there is sufficient 
ore there and it’s worth (after mining costs) more than $6.25 million (5 million 
shares times $1.25 per share). Steen told me it was worth more and that he 
was advising his friends to buy. 

Salt Lake City is seething with activity and shares are traded in by large, old, 
reputable firms as well as smaller firms who is some cases have not as yet 
earned any reputation. It is impossible to appraise these companies accurately 
Appraisal in anything but the vaguest terms means drilling and it is for that 
the money is being sought. Grand Junction, Colo., is likewise seething with 
uranium activity, but with less emphasis on securities and more on ore. 

A bed to sleep in cannot be had, with or without reservations, in Moab, Utah, 
a town at the heart of one area of much recent activity. They are taken by 
permanent guests, i. e., prospectors, etc., who are staking claims wherever their 
fancy takes them in the nearby county. 

It might be well to dispel one illusion I have bumped into from people not 
familiar with the status of lands out West. You cannot stake a claim on another 
person’s property. Prospecting for minerals is mainly done on Federal lands, 
though State laws govern claim procedures. Vacant acreages for the four States 
of the Colorado Plateau are shown below: 
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Acres Percent of 
(million) | total State 


| 
| 
| 
| 
| 





Colorado — ee satatetet iain nls ee 7.8 11.7 
Arizona . nibiiwaklas eaten Saudebnniets ' peactidcal 12.5 | 17.2 
New Mexico..... 1 .wamihhhsetiethian dubia sbbanteitathc ttn Gidkam manele (ait tat 13. 6 17.5 
WtReaauce nth wanemndidaieme bins dimeieiasee thin agenereiiate ant 24 | 46.1 


DOMESTIC MINING 


Some 600 mines on the plateau are believed to be producing, but most of them 
are small with only 2 or 3 miners working them. According to an AEC 
official, speaking in January of 1954, only 4 deposits were known, as of 3 years 
ago which had produced, or had reserves, in excess of 100,000 tons of ore. Now 
at least 11 additional such deposits are known. Values of such deposits will 
naturally vary but a rough $3 million minimum price tag can be assigned to such 
deposits. Several of these have potential reserves far in excess of $3 million. 

Companies which are publicly owned and which are active in mining or pre- 
paring to mine uranium are listed below: 








Company 1953 div Recent pri Y i 

Percent 
Anaconda Copper Mining Co $35 | 8.5 
Climax Molybdenum aa . 47 | 4.2 
Kerr-Me(Cee Oil Indus , Ine 44 1.4 
Homestake Mining Co = 39% | 5.1 
Vanadium Corporation of America_..- 5576 4.1 





i Before depletion. 
1 Estimated. 


Mining costs vary according to a number of factors, including the following: 
whether openface mining, inclined adits, or shafts are necessary; the depth of 
the ore beneath the surface; above all, the amount of unmineralized ore which 
must be removed to follow the typically flat “rolls” of ore. Rolls, as they are 
called locally, might be anywhere from a few inches to several feet thick, several 
feet wide by any number of feet long. The thickness will frequently vary even 
in the same roll and pinch off only to reappear a few feet further on. However, 
mining costs can generally be expected to run from $8 to $28 per ton. It will 
be apparent from this how important ore grade is. Thus even at an §8 cost, 
0.1-percent ore is unprofitable. Ore of 0.2-percent grade is usually worth mining, 
and above that figure, mining can become very profitable. Four 10-ton truck- 
loads of 0.6-percent ore per day, not a very tremendous operation, might be 
expected to net $3,000 plus per day, or close to $1 million per year on a 6-day 
week. 

Information on even the more important privately owned mines is not easily 
obtained. A list of some of the better known strikes on the Colorado Plateau 
appears below. Most of these involve at least $1 million gross worth of ore, a few 
many times that: 

1. Mi Vida mine, about 50 miles southeast of Moab, Utah, was discovered and 
is controlled by Charles A. Steen. It is operated under the name of Utex Ex- 
ploration Co., and is variously reported to be worth $25 million to $50 million, 
with the possibility of greater value as the ore body is more accurately delimited. 
Steen also controls Moab Drilling Co. which is doing contract drilling in the 
area. The Mi Vida strike has been widely publicized only partly because Mr. 
Steen was literally hard up for groceries when his faith and judgment were 
vindicated. Ore has been averaging 0.51 percent U;0; and $3 million worth of it 
is reported to have been removed during 1953. 


" 


2. Cal-Uranium Co. made a strike 3 miles to the northwest of the Steen strike, 
which rivals Steen’s. 

3. W. T. Hudson (Oklahoma Exploration Co.) struck 1 mile to the northwest 
of the Cal-Uranium strike. Homestake Mining is reported to have bought up 
the claim for about $1 million down, some $10 million to $20 million to be paid 
out of ore. 

4. Happy Jack mine is approximately 20 miles south of Steen’s strike 
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5. Jackpile mine, of Anaconda Copper, lies about midway between Grants, 
N. Mex., and Albuquerque, N. Mex. Reports say that the company will use open- 
pit methods, involving the stripping of more than 100 feet of overlying rock. 

6. Joe Dandy area has been drilled by the United States Geologic Survey and 
several hundred thousand tons of high-grade (perhaps 0.4 percent) ore have 
been blocked out. This area is about 12 miles west and slightly north of Natu- 
rita, Colo 

7. Plateau Mining Co.’s Yellow Circle claims contain about $1.3 million of 
drilled reserves. The property is about 11 miles southeast of Moab, Utah. The 
company is controlled by Vance Thornburg and his brother Garth. They also 
control the 7-mile property 10 miles north of Moab which has yielded sizable 
chunks of over 90 percent U,O;, one of which has been purchased by the Smith- 
sonian Institution, Washington, D. C. Its general run is closer to 0.4 percent, 
however. 

8. Vanadium Corporation of America has at least two major properties, its 
Prospector and Freedom mines in the Marysvale district of Utah. 

9. Climax has its G1, G2, and Arrowhead mines in the Uravan district of Colo 
rado 

10. One operator by the name of Skidmore has a substantial property at Slick 
Rock, Colo., which is operated under Government lease. 

11. A prominent cosmetics manufacturer by the name of Gitwicz has a strike 
10 miles south of Steen’s Mi Vida mine (see No. 1 above). 

12. Promising ore bodies in Wyoming (off the Colorado Plateau) have been 
found by Homestake Mining Co. (near Carlile) and by Keer-McGee Oil Indus- 
tries, Inc. (in the southern part of the Powder River Basin). 





Domestic mills 


After the ore has been mined, by free enterprise, it must be put through mills, 
owned and operated by private companies (with one exception, as shown below). 
These mills must pay the Government established minimum price for ore, dis- 
cussed above, but the price at which they sell is a negotiated fixed price, i. e., the 
contracts are not cost-plus. This, of course, means that extra efficiency will lead 
to extra profit, which is not the case with a cost-type contract. 

The operation consists of crushing and grinding the ore followed by a sulfuric 
acid leach and uranium precipitation. There are, of course, many variants, one 
of the chief ones being used when vanadium is present; this consists of a pre- 
liminary roast with common salt, before leaching, to form soluble sodium 
vanadate. 

Domestic mills now in operation are listed below: 

(1) Anaconda Copper Mining Co., Bluewater, N. Mex. 

(2) Climax Uranium Co. (subsidiary of Climax Molybdenum Corp.), Grand 
Junction, Colo. 

(3) United States Vanadium Corp., Rifle, Colo 

(4) United States Vanadium Corp. (subsidiary of Union Carbide & Carbon 
Corp.), Uravan, Colo. 

(5) Vanadium Corporation of America, Durango, Colo. 

(6) Vanadium Corporation of America, Naturita, Colo. 

(7) Vitro Uranium Co. (subsidiary of Vitro Corporation of America), Salt 
Lake City, Utah. 

(8) AEC mill operated by Galligher Co., Monticello, Utah. 

An additional mill under construction : 

(9) Kerr-McGee Oil Industries, Inc., Shiprock, N. Mex. 

Additional plants planned: 

(10) Vanadium Corporation of America, Hite, Utah (to replace plant now 
closed down). 

(11) Charles A. Steen & Associates, Moab, Utah 

Ore-buying stations at additional locations are as follows: 

American Smelting & Refining Co., Marysvale, Utah. 
American Smelting & Refining Co., Edgemont, 8. Dak. 
United States Vanadium Corp., Thompsons, Utah. 
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Earnings and yield figures on these companies are given in connection with 
their other activities, except for: 


1953 earnings 





| 
Company _ eee per share Recent price Yield 
Percent 
American Smelting & Refining $2. 50 1 $2. 50 $3534 7.1 
Vitro Corporation of America Nil 09 12% Nil 





§ Estimated 


In addition to uranium produced as a major product, it can be produced as an 
important byproduct. A substantial industry exists in which phosphatic rock 
is mined, converted to sodium polyphosphate (triple superphosphate), an impor- 
tant fertilizer, via phosphoric acid. By adding additional steps to the process 
the very low concentration of uranium, in the rock as mined, may be removed 
as a byproduct. Companies with plants embodying this process are: 


Company 1953 dividend oo > be 5° | Recent pric Yield 
Percent 
Blockson Chemical Co., Joliet, I) $1. 40 | $2.01 $3314 
International Minerals & Chemicals Corp., 

Mulberry, Fla 1. 60 | 2. 87 354 4.5 
Texas City Chemicals, Inc., Texas City, Tex._ | ( | ( 434 3) 
Virginia-Carolina Chemical Corp., Mulberry, | | 

i ie can aunts } Nil | 5.12 2634 | Nil 

| \ 


1 Not available. 


There is a layer overlying the phosphate rock, known as the leached zone, which 
is normally thrown away as overburden waste during mining operations. Re 
covery of the somewhat higher concentrations of uranium present in this ma- 
terial is being investigated, since the amount of it is extensive. International 
Minerals & Chemicals Corp. is one of the principal research contractors. 

Investigators are looking into another potential source of domestic uranium 
the Chattanooga shales of southeastern United States. By extracting other com 
ponents of the shale as well as the low grade uranium (about .01 percent) it is 
hoped these very large deposits may become an economical source. 


Canada 


From an investor’s point of view, Canadian securities are the most natural 
after our own. AS in this country, there are many privately owned small mines, 
but quite a few also with publicly held securities. The Canadian Government 
generally does not prescribe the price of ore but rather the price of the concen 
trate after milling. However, the prices are fairly comparable after taking 
this into account. The Canadian Government, like the United States, has 
guaranteed the price until 1962. It buys through its crown company, Eldorado 
Mining & Refining Co., Ltd., and sells the bulk of the production to the United 
States AEC 

The most important Canadian deposit, outside the Eldorado mine itself (Great 
Bear Lake, Northwest Territories), is that in the Beaverlodge district (near 
Lake Athabaska, northern Saskatchewan), belonging to Gunnar Mines, Ltd., 
formerly Gunnar Gold Mines, Ltd. Estimates of the worth of the ore body range 
up to $65 million or more. A processing plant is to be built in the vicinity. Ex- 
ploration and development expenditures in the Athabaska district during 1953 
amounted to more than $8 million. During 1953, widespread uranium deposits 
have been found in the Blind River district of Ontario, north of Lake Huron, 
and are now being developed. 
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A few figures on some of the better-known companies follow: 


Recent 
price (in | Number of 


Company United shares out 
States standing 
dollars 

Million 
Algom Uranium Mines, Ltd. (Ontario) $3. 85 2.5 
Centre Lake Uranium Mines, Ltd. (Ontario)_..- 1. 30 1.8 
Gunnar Gold Mines, Ltd. (Saskaschewan) 10 3.3 
Pronto Uranium Mines, Ltd. (Ontario 5. 00 2.4 
Rix-Athabasca Uranium Mines, Ltd. (Saskatchewan 1.35 | 3. 5 


The 4 last-named companies have 5-year contracts with the Canadian Govern- 
ment at a price per pound reported to run from $9 to over $11 per pound of 
contained U;Os. 


{frica 

The famous Shinkolobwe Mine of Katanga Copper Co., in the Belgian Congo 
was at one time by far the most important source of uranium in the free world. 
ft still continues as a major supplier, though it is now at least rivaled by the 
United States and Canada, and will be by South Africa. 

Perhaps the most important large source of uranium developed in postwar 
years is in the Union of South Africa. The South African Government has an- 
nounced plans for the construction of 14 plants for the treatment of tailings 
from 24 gold mines. Five plants are now in operation. Profits from uranium 
production, which already exceed expectations may eventually equal the profits 
from gold, according to an AEC spokesman. 

Figures on companies referred to above follow: 


Company 1953 dividend! Recent price Yield 
West Rand Consolidated Gold Mines, Ltd. (subsidiary of ! Percent 
Rand Mines, Ltd.)_- $0. 56 $7. 56 7.7 
Bly vooruitzicht Gold Mines Co., Ltd__-- 37 4.76 | 7.8 
Dacgafontein Mines, Ltd 1. 20 10. 22 8.2 
Stilfontein Gold Mining Co., Ltd 3. 67 
Western Reefs Exploration & Development Co., Ltd 35 7. 59 4.6 


1 Not available. 


Other foreign 

Australia has two areas of important uranium occurrence: The Radium Hill 
deposit in South Australia and the Rum Jungle deposit GS miles south of Darwin 
in the Northern Territory. Concentrating plants at both locations are about 
completed. 


1953 earnings 


Company 1953 dividend Geer anne Recent price Yield 

Consolidated Zine Corp. (through Territory Percent 
Enterprises Proprietary, Ltd.) Rum Jungle.- $0. 42 $4. 48 | 9.4 
Radium Hill—Government controlled eae ‘ — oo 


1 Not available. 


Exploration is proceeding in many other areas of the world. Two mentioned 
by AEC spokesmen as important are the Rhodesian Copper Belt in Africa and 
areas in north-central Portugal. 


Refining 

After ore, domestic or foreign, has been milled, it is in the form of black 
oxide, over 50 percent U;0s;. Companies which refine the oxide perform an 
essentially chemical-metallurgical operation which culminates in metallic ura- 
nium. Companies involved in addition to Union Carbide at Oak Ridge (covered 
elsewhere), are: 
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. 
. 1953 earnings , 
Company 1953 dividend | ** ee Recent price | Yield 
I } per share 
Harshaw Chemical Co., Cleveland, Ohio (not | Percent 
operating at present $2.00 | $3. 60 $38. 00 5.3 
Mallinckrodt Chemical Works, St. Louis, Mo., 
Class A 60 2. 28 26. 50 2 
National Lead Co., Fernald, Ohio (cost type 
contract _ 1.75 2. 58 48. 00 3.6 


BOMB MATERIAL MANUFACTURE 


From this point on the operation is indeed a Government monopoly and the 
companies carrying out the work may be said to be earning no direct profit from 
their AEC cost-type contracts. However, they are amassing very large amounts 
of know-how, obtainable in no other way, and at no cost to themselves. Thou- 
sands of their employees are getting what amounts to postgraduate degrees in 
various phases of atomic technology. It is no accident that the companies who 
have consented to operate Government plants, like du Pont and GE, are among 
the market leaders. They recognize that they can in no other way insure them- 
selves against obsolescence of their traditional business. 

Greatly oversimplified, it may be said that metallic uranium may be employed 
in bombs in two ways. It may be put in a reactor to manufacture plutonium 
for bombs. Major production reactor installations of over a billion dollars each 
are at Augusta, Ga. (E. I. du Pont) and Hanford, Wash. (GE). 

On the other hand, the uranium may be combined with fluorine to form a gas 
which will permit separating out the fissionable uranium which exists to the 
extent of only 0.7 percent in refined natural uranium. There are $3 billion 
gaseous separation installations. The completed plant at Oak Ridge, Tenn., and 
the partially completed plant at Paducah, Ky., are operated by Union Carbide & 
Carbon Corp. Construction is now underway for the third one at Portsmouth, 
Ohio, which will be operated by Goodyear Tire & Rubber. 

Actual bomb-component manufacture and assembly is so shrouded in secrecy 
that investment judgment is more difficult in this field. Four of the companies 
known to be in the business are: American Telephone & Telegraph (Sandia Corp. 
subsidiary) ; Bendix Aviation; Dow Chemical; Monsanto Chemical, and Procter 
& Gamble Co. 


| | 
. | sane : 953 earnings | : Past 
Company 1953 dividend If rok omen Recent price | Yield 








American Telephone & Telegraph, Sandia, | | | Percent 
N. Mex. seas : os $9.00 $11.32 | $165 5.5 
Bendix Aviation, St. Louis, Mo et 13.00 | 8. 20 | 6914 4.3 
Dow Chemical, Rocky Flats, Colo........... | 1.00 1. 58 | 3634 2.7 
E. I. duPont, Augusta, Ga_. pcb uence 3. 80 | 4.94 123 3.1 
General Electric, Hanford, Wash . 4.00 5. 75 11034 3.6 
Goodyear Tire & Rubber, Portsmouth, Ohio. ._| 13.00 10. 28 | 6314 4.8 
Monsanto Chemical Co. - io huibisiesidcebindell 2. 50 4.90 86 | 2.9 
Procter & Gamble Co., Amarillo, Tex 2. 60 4.35 | 73 | 3.3 
Union Carbide, Oak Ridge, Tenn..........----.| 2. 50 | 3. 55 | 78% 3.2 
| | 


1 Plus stock. 


} 
} 
| 
| 


THORIUM, LITHIUM, ZIRCONIUM, AND BERBYLLIUM 


There are four mined metals in addition to uranium which are particularly 
important to atomic energy, though in very different ways. 

Thorium is the only material known, except for uranium, which, though not 
itself fissionable, can be converted to fissionable material. This is done by 
placing it in an atomic “breeder” reactor; 99.3 percent of the world’s uranium 
is likewise not fissionable until thus “bred.” For both materials, 0.7 percent 
of natural uranium (U 235) is the material from which the breeding process 
must start. 

Thorium’s future is still in doubt, as it is not yet technically competitive with 
uranium. On the other hand, it is even more plentiful in the earth’s crust. 
Its economic importance could alter very substantially as technology advances, 
of if new low-cost deposits of thorium are found. Lindsay Chemical Co., the 
principal producer, has recently completed a new multimillion dollar plant. 
The stock has jumped from 66 in the middle of last year to 133 currently. 
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Lithium, third lightest of the elements, has long been of importance in cor 
nection with low-temperature greases and air-drying operations. New interest 
in it has arisen due to its use in the H-bomb, where it can be fused along with 
deuterim, heavy variant of hydrogen and tritium, the very heavy iant 
Companies playing roles of importance are Lithium Corporation of Americ: 
Mineral Co., and American Potash & Chemical Corp. The last-nar 
recently made arrangements for increasing its source of supply from substantial 
low-cost deposits in Southern Rhodesia, Africa. 

Zirconium is generally conceded to be the best available structural material 
for nuclear reactors. This is due to its low tendency to absorb neutrons, the 
fiving missiles without which fission cannot proceed. Carbonundum Metals Co., 
a subsidiary of Carbonundum Co., has a $10 million contract for zirconium 
production. Foote Mineral, mentioned above, once widely heralded as a zirco 
nium stock, is no longer believed to be important in the field 

Beryllium, like zirconium, is a low neutron absorber, but its structural prop- 
erties make it more likely to be useful as a reflector, surrounding a reactor and 














reducing escape of the all-important neutrons \n important company in the 
field is Beryllium Corp. seryllium and zirconium were both, until recently 
rare metals. The rapid decrease in their pri very likely to cause new uses 
to be uncovered. 
Compan |! i ; ent price Yield 
| Percent 
American Potash & Chemical Corp ass B $ $ ( $4244] 4.7 
Beryl] Corp | 1 l Re 
Carborund Co cedeenen | 1.75 | 5. 69 | 3854 4.5 
Foote Mineral Co ‘ii Q@ 3 | ' ae 
Lindsay Chemical Co - : 3.10 | 5.08 | 133 | 2.3 
j j | 
16 percent stock 
2416 percent stock. 
IN ot available. 
RADIOISOTOPES 
For our purposes radioisotopes may be simply thought « s materials which 


give off rays—which are radioactive. The rays given off allow atoms to be 
identified and hence traced thus revealing to researchers the intricate mecha- 
nisms by which plants and animals operate. Further, the quantity of radiation 


r 
emitted can be measured with an accuracy not approached by conventional chem- 
ical analysis. Kesearch scientists in university, corporate, and Government 
laboratories are using their new and powerful tools in the fields of agriculture, 
medicine, biology, etc. Harvard economics professor, Sumner Slichter, has cal- 
culated that total research expenditures in the United States were as shown 
below: 


Millions 
$538 


168 


1, 427 





ieee ar BIR. ee eile Speed oe 3, 841 


Research is very big business indeed. But even more important quantitywise 
than research is the use of radioactive materials in industry. Thickness gages 
are commonplace in factories turning out sheeted products—paper, foil, plastic, 
and so on. The president of Republic Steel Corp. announced that his company 
has used radiocarbon in every special steel melt since 1948 because of the greater 
speed and accuracy thereby rendered possible. 

Growth in the use of these materials is indicated below: 


Number of shipments by the AEC 


Fe iat eciatatiati ite csaiaittyouk hin Aieeetteiietn aie iemlemianmaate ee ; 2, 644 
SE ce thttnnnes inten annie - Re seins x 1, 370 





ee sicniiiteee. aeieaaismmmedemmaracs M 6, 23 
RN tala tia socal dala estan caaininccuaeseenibgionemeennentndiinieaamieiere aie 7, 825 
ae ate ait, esacinitetite nsec eineiapebenpaeigaintniaeen td 9, 102 


1 December shipments estimated. 
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In a way this part of the industry is the reverse of the uranium part. The 
Government here is the sole seller instead of the sole purchaser. However, the 
AEC supplies only raw elementary radioisotopes. Private enterprise packages 
aud distributes the materials. More important, it combines them into com- 
pounds. Radiocarbon, for example, can be combined into all the same com- 
pounds as ordinary carbon—that is, the great range of organic compounds, of 
which there are literally millions. Companies engaged in processing of radioiso- 
topes are given below: 


| | 
1953 earnings 


Company 1953 dividend | per share Recent price Yield 

| Percent 
Abbott Laboratories, Inc $1, 80 $2. 35 $4734 3.8 
Nuclear Instrument & Chemical Corp Nil 09 5 Nil 
Tracerlab, Inc 7 Nil 0 1444 Nil 


1 Deferred 


RADIATION INSTRUMENTS 


Like uranium prospecting and the use of radioisotopes, both fields in which 
radiation instructions are used, the manufacture of the latter has grown rapidly 
according to AEC figures shown below: 


Gross revenue, 





Calendar year: millions 
Rc chhbtks c fie eee ee ’ ee ee ee 
1949__ en i ede ae. bl ai ™ ae “ ad - eo 
a liner Editi ae pate) ee Se le a 6.8 
) = i - 5 eal side sin " . 5&2 
1952_- in il i a gE ee 6 ee 
1953... er i tet a . ae it he et 


1 Estimated 


This industry is entirely in private hands. Even instruments to be used in 
Government-sponsored reactors are bought commercially. Military atomic power 
now coming into being (see below) will require further rapid growth of the in- 
dustry. Every atomic reactor, or uranium “burning” furnace requires large 
numbers of recording, controlling, and measuring instruments. As the civilian 
power reactor industry evolves, a further massive increase in the use of radia- 
tion instruments will be superimposed upon the growing uses already in existence. 

Smaller companies play an important role in radiation instruments. Nuclear 
Instrument & Chemical Co. and Tracerlab, Inc., covered above, are important 
in this field, as are the electrical giants, GE and Westinghouse, also covered 
elsewhere. Additional companies making instruments important to the atomic 
energy program are shown below: 








19% = 
Company 1953 dividend | ° ~s i. ed Recent price Yield 
Percent 
Atomic Instrument Co Nil $0. 17 $6 Nil 
Beckman Instruments ; Nil 70 1734 Nil 
Consolidated Engineering Corp ; $0. 40 61 1554 2.6 
Victoreen Instrument Co ; ade 1 07 7 


12 percent stock 


ATOMIC POWER 

Military 

Military atomic power is now an accomplished fact. The launching of the 
world’s first atomic submarine in January of this year, following extensive runs 
of the land-based version at Arco, Idaho, presages the conversion of the United 
States Navy’s capital ships. Admiral Carney, top naval chief, stated, “* * * 
Naval supremacy will go to the first nation that converts from oil to atoms * * *.” 

Two other atomic submarines are in the works, 1 building, 1 planned. The 
first submarine, already launched, is known as the STR and its reactor was built 
by Westinghouse Electric Corp. The one on the way at Groton, Conn., is known 
as the SIR and will be powered by General Blectric. Its land-based counterpart 
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is housed in the largest airtight steel sphere ever constructed and is located at 
West Milton, N. Y. The third submarine, the SAR, is also a GE project. The 
electric boat division of General Dynamics Corp. was, is, or will be the 
bull builder in all three cases. The great advantages of the atomic submarine 
is its manyfold increase in range and the fact that it need not resurface to 
recharge its batteries as a conventional submarine must. The latter, in fact, 
can only operate for 1 hour at full speed on its batteries and then must recharge 
by diesel operation at the surface. 

Military atomic aircraft, though an admitted eventuality, must overcome dif- 
ficult problems primarily connected with the heavy shielding which is necessary 
to protect personnel from lethal radiation. 

Primary research and development work of a nuclear character is handled 
by General Electric’s gas turbine division (aircraft nuclear propulsion depart 
ment), Evendale, Ohio; Union Carbide’s Carbide & Carbon Chemicals Co. (oper- 
ator for the Oak Ridge National Laboratory) and United Aircraft’s Pratt & Whit 
ney aircraft division, East Hartford, Conn. 

Figures on companies referred to above are given below, unless already given 
elsewhere. 


Ce lend : Re r \ 
I 
Percent 
General Dynamics Corp $3. OF $7. 5 $4274 
United Aircraft Corp 23.00 6. 75 105 29 
Westinghouse Electric Corp._-. 2. 00 4.53 6474 


| Estimated. 

? Plus stock, 
Commercial 

Most people now realize that commercial atomic power, as presently visualized, 
is like the conventional electricity obtained from an ordinary coal-steam-turbine- 
generator system. The only substantial difference is that instead of burning coal 
in a furnace uranium is “burned” (or fissioned) in an atomic reactor. Once the 
steam has been achieved the turbogenerator and the distribution system are not 
changed. 

Rough average figures for costs of generating conventional power are given 
below : 


Ville per 
kilowatt-hour 
Fuel cost (coal) aie ied ; 3.5 
ee GE UG ainsi cotter inieeepie menoememtnnen 4 nceeane nach aaeiea i a 
Cost of capital_____ ~~. caer re - ‘i ‘ec carcadanalenras a 
IE ers ccmarapbidion nm qiviciace, ieee aaestai es ea eT Med bwin taste ; in ae 


It is currently believed that the fuel cost of uranium can be brought lower than 
in the case of coal, as a result of the tremendously concentrated heat value of 
uraninm (1 pound of uranium equals 2,500,000 pounds of coal). 

Trausportation cost, a large element in the cost of coal, may be largely elimi- 
nated—uranium may be termed a “weightless” fuel. Such a fuel-cost advantage 
in favor of uranium is met by a disadvantage when it comes to the cost of capital 
equipment, for reactors are currently estimated to run about $500 per kilowatt 
of capacity, as compared with $150 to $200 for coal-burning steam electric plants. 
It is in an effort to tie these figures down more accurately that the Government 
has initiated and assigned to Westinghouse Electric Corp. a new project for the 
world’s first power reactor. 

All previous reactors were designed primarily, if not exclusively, to maximize 
bomb-material (plutonium) production or for research. Power has been pro 
duced, incidentally, from the experimental breeder reactor (EBC) at Arco, Idaho, 
and the heat generated at the large plutonium-producing reactors at Hanford, 
Wash., will be used for space-heating purposes, according to a recent AEO 
announcement. 

Rough outlines of the economic framework into which atomic power must fit 
may be drawn from the above figures. Even if fuel cost is reduced to zero, and 
capital cost be kept to the same cost as in the case of conventional equipment, 
cost of generating atomic power will still run 4 mills as compared with 7.5 mills, 
a reduction of 47 percent. Taking note of the fact that distribution cost will not 
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be changed, the reduction of 3.5 mills per kilowatt-hour must be compared to the 
present delivered cost, which, for example, in the Boston area runs 12 mills to 
large industrial users and 30 mills to the residential user. The percentage reduc- 
tions become 30 and 12 percent, respectively. And, of course, assumptions as to 
both zero fuel and equal capital cost are clearly too favorable. 

Further appraising the impact of atomic power on our economy, we must face 
the fact that energy cost is only a minor cost of production in most industries. 
Hence, even if energy were completely free, the cost of most articles would not 
drop very substantially. The reason for stating the above is not to demonstrate 
the writer’s pessimism, but to avoid the impression that many people have gotten 
that atomic power and the arrival of the millenium are one and the same, and 
that cheap power means the end of hard work. This is most certainly not the 
case in this country, although it may prove to be more nearly so in countries 
where electric power is not so cheap as it is here. 

Professor Isard of Massachusetts Institute of Technology has presented the 
minor extent to which total costs may be lowered by cheaper power. But he also 
admits that there is an important unpredictable element not covered above. This 
is best revealed by a comparison with the gasoline engine when it was first 
introduced in the automobile. At that time, energy from gasoline was, and is 
today, more expensive than the same amount of energy from the steam engine. 
And yet the convenience of the internal combustion engine initiated development 
of the automotive industry, one of the great wonders of the 20th century. 

In addition, the investment implications are important even though atomic 
power cost is only a fractional mill below the average cost of coal power. This 
means that in many, many areas the margin will be greater than it is on the 
average. And of course the efficient production unit will prefer atomic power, 
no matter how slight the margin. 

Gordon Dean, former AEC Chairman, has estimated that by 1962, 10 percent 
of the addition to the electric power industry will be atomic. Based on the best 
projections for the 1962 addition, this would amount to $300 million, 10 percent 
of $3 billion. Since the annual investment cannot go from nothing in 1961 to 
$300 million in 1962, it may be inferred that lesser annual amounts may be 
expected earlier than 1962. A portent of this was the AEC invitation for bids 
on the production of small “package” reactors, already designed, to be used in 
high power cost areas such as for our Armed Forces stationed in Greenland. It is 
to be noted that the $300 million figure does not include the cost of uranium re- 
fining which presumably by that time would be, as uranium mining is now, in 
private industry’s hands. Legislation will of course be required to decrease 
Government control over reactors and fissionable material. Bills to this end are 
now before the Congress. 

There are currently 7 groups totaling some 50 companies studying atomic 
power, at their own expense, but with the aid of the AEC. The list includes 
most of the large electric utility companies. Although theirs is a commendable 
and necessary attitude, it provides no justification for any special emphasis by 
the individual investor at this time. It will be noted that the figures above are 
analogous to the revenues of the electrical equipment companies rather than 
those of the utilities. 

When the technology has advanced further, when less restrictive legislation 
as regards ownership of reactors and fissionable material is in effect, and when 
patent rights are obtainable, this picture will alter. Of the various companies 
engaged in studies, among the more active are Monsanto Chemical, American 
Gas & Electric, Dow Chemical, Detroit Edison and Commonwealth Edison of 
Chicago. Special interest in Duquesne Light Co. arises from selection of that 
company to operate the world’s first atomic powerplant, referred to above. 
Duquesne will finance and build the non-nuclear portions of this plant, buying 
steam heat from the Government at a subsidized price competitive with that 
derived from coal. The power produced will then simply be supplementary 
to the rest of their power supply. 


FISSION PRODUCTS 


In addition to the materials which may be rendered radioactive by inserting 
them in a reactor, we also have the materials formed when uranium undergoes 
fission. These materials are strongly radioactive also and may be likened to 
the ashes of a conventional furnace. 

Sterilization by means of high temperature is standard in the food and drug 
business. But sterilization by fission product radiation can proceed at normal 
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temperatures, thus perhaps avoiding flavor degradation and loss of vitamins asso- 
ciated with high temperature. Researchers have found that the 3-day shelf life 
of fresh beef, kept at the meat counter temperature of 32° F. can be increased to 
15 days. A great deal of further research will be necessary to ensure elimination 
of any effects harmful to humans. 

Based on figures gathered by the Stanford Research Institute and in the 
October 1953 issue of Nucleonics magazine, it appears that a very large market 
indeed exists for fission products if other problems are solved and if the price 
can be made low enough. For example if fission product cost could be brought 
down to $0.01 per curie, the value of fission products which would be required to 
sterilize all the milk, meat and vegetables produced annually in this country 
would amount to over $500 million. This is not an annual cost, for the fission 
products would be amortized over a period of perhaps 25 years. 

Radiation can also promote certain chemical reactions such as oxidation, 
chjorination, anl polymerization. Polymerization, for example, is the process 
by which nylon is formed into long-chain molecules with the tensile strength 
necessary for stocking yarn. Promotion of such reactions may take the form of 
reaction with higher yields, in shorter times, or at lower temperature. As in 
the case of food sterilization, further experimentation must precede any com- 
mercial application. 

SPECIALIZED EQUIPMENT 


In our definition of atomic energy we indicated that, though cost-type con- 
tractors should receive close attention, and many of them have been mentioned 
as operators of major AEC installations, we would not include their revenues 
in the size of the industry given as a dollar value. The business of supplying 
the AEC with specialized equipment can be tested by the same two criteria: 
First, is it atomic? Second, can a profit be made on it? 

Out of a representative group of AEC contracts totaling approximately $419 
million, some $267 million were for items like lumber, concrete, motor vehicles, 
ete., for which atomic energy carries few investment implications. The remain- 
ing $152 million, or 36 percent, was in mechanical engineering equipment, elec- 
trical engineering equipment, and electronic equipment, for which atomic energy 
has important implications. The above figures were as of a period ending 
nearly 3 years ago and were not for an annual period. As a rough guide we 
can apply them to the latest annual expenditure for which figures have been 
released, i. e., for fiscal 1953: 


Millions of 
dollars 





Construction____---~- sain can bata ea San —_— biccia leh an calito $1, 125 

Operations: 
Source and fissionable materials_____-_~ sca ata li a oe 281 
a ethics etaniligtnndinienapeeenndiil patmncbaenkewentasntniediamenaiiac 236 
Reactor development__.......-......-_~- eclaatceooentnecnaninae 91 
PRINCES | TENOR Soin niin cinsitiainematcanind Settings dilnkkiataaisiebih 38 
TRAOTORY RNG OGIO. 65 nie ditinittdtibdnd ieee’ iii laced Lets 75 
ST iconic de senidgintala intent aun aise sll aidiieiaiaamiaie cee us ee 
Community operation__.___.-_.-__--~- ied ; 5 ete te 1 
ARG Waiiaiiiettntioa. . 2k inthe lcocchassd ian hd aha ; ond 3 
Security investigations__..._._._.._....__- hi ienaiiliglbth cit ah Sites la nth ‘ 13 
TE aise sabes sd deities ene i sich, ee 


We omit the items following biology and medicine because they were generally 
not subject to purchase contract; 36 percent of 1,846 equals $664 million. This 
figure must be further reduced because of the prevalence of cost-type contracts. 
The best available figures indicate that perhaps 39 percent of such money was 
spent via fixed-price contract (at either the prime or subcontract level), so that we 
get a figure of $259 million. From the figure of $259 million we must subtract the 
amounts estimated for uranium, radioisotopes, and instruments so as to avoid 
including them twice. We end up with a figure of $107 million. This is ex- 
tremely rough but many of the inaccuracies probably will compensate for each 
other to a large extent. Thus, much of the electrical equipment included above 
is not sufficiently specialized to warrant inclusion. On the other hand, much of 
the stainless steel not included above probably should be. 
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Companies with important contracts, not covered elsewhere, are listed below, 
although in many cases they are probably working under a cost-type contract. 


1953 earning 


Company 1953 dividend per share Recent price Yield 

| Percent 
Allis-Chalmers Manufacturing Co , $4. 00 $6. 58 $51 7.8 
American Machine & Foundry 11.00 22.50 26 £8 
Babeock & Wilcox Co 12.00 27.00 4954 4.0 
Carrier Corp 1.85 4.19 61)¢ 3.0 
Foster Wheeler Corp__. ’ Nil (4) 22% Nil 
Grinnel Corp ‘ ? 3.00 | (3) 7 4.2 
New York Shipbuilding Corp . 2.00 | 4.27 15 13.3 


1 Plus stock. 

2 Estimated 

§ Not available. 

Chairman Coir. The next witness scheduled for this morning is 
Mr. Hayes. 

Would you tell us, unless your statement includes it, something 
about yourself and your association, and whether you represent the 
association and speak for them ? 


STATEMENT OF C. WILLARD HAYES, PATENT LAWYER, WASHING- 
TON, D. C.. AND CHAIRMAN, COMMITTEE ON LAWS AND RULES 
OF THE AMERICAN PATENT LAW ASSOCIATION 


Mr. Hayes. I will. My name is C. Willard Hayes. I am a prac- 
ticing patent lawyer here in Washington. I am chairman of the 
committee on laws and rules of the American Patent Law Associ- 
ation. 

This association is a national association of patent lawyers having 
about 1,500 members. Most of the members are also members of the 
American Bar Association but it is not the same thing as the patent 
section of the American Bar Association. The American Patent 
Law Association has its headquarters here in Washington. 

I filed a statement before the Joint Congressional Committee on 
Atomic Energy on July 31, 1953, on behalf of the association, and 
this statement appears at pages 580 and 581 of the report of the hear- 
ings, entitled “Atomic Power Development and Private Enterprise.” 
The statements of general principle there expressed are still the posi- 
tion of the association. We believe that the public interest will best 
be served by opening the field of atomic energy and nuclear fission 
to research and development by private enterprise and by eliminating 
the restrictive patent provisions of the present law, to permit the 
protection of future inventions in this field and the ownership of 
patents thereon, as in other fields of research and development. 

I believe that there is no necessity for any special patent provisions 
in the Atomic Energy Act. Most patent lawyers feel that there is 
no reason why inventions in this special field should be treated dif- 
ferently from any other field. We believe that the progress of science 
and the useful arts will best be promoted by giving to research and 
development in this field the same incentive provided by the patent. 
system in all other fields. 

The present patent law and other statutes of the United States pro- 
vide adequate safeguards against disclosure of inventions which would 
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be “detrimental to the national security” and I refer specifically to 
sections 181-188 of the new patent law, United States Code, title 35. 
Hence, any inventions relating to weapons, or other developments 
which, in the national security, should be | kept secret, will be kept 
secret, without any special provisions relating to atomic energy. The 
Patent Office has machinery now in operation to carry into e fect. the 
provisions of sections 181-188, and no additional laws or rules are 
required. 

I would like to comment on certain specific prov isions of this law, 
and I wish to refer particularly to sections 151 to 155. We would 
like to see the entire chapter eliminated. That is, we would like to 
see this act enacted without any patent provisions at all. However 
assuming that the Congress will not go this far, and that some patent 
provisions will be included in the new law, our association feels that 
the provisions of the bill are unsatisfactory as written and that 
amendments are desirable. 

Section 151 of H. R. 8862, subsections (a), (b), and (c), correspond 
generally to 42 U.S.C. 1811 (a) (1), (2), and (3), with the exception 
that the limitations in the present law upon patents relating t 
production ot fissionable material” have been eliminated. The cor 
responding limitations in section 151 relate to inventions or discoveries 
useful “in the utilization of special material or atomic energy in an 
atomic weapon.” If the invention is useful solely in this field, it 
may not be patented and any patent heretofore granted is revoked 
(subsee. (a)). If the invention has other uses than in an atomic 
weapon, a patent may be granted, but to the extent that the invention 
is used in that field, a patent may not grant any rights and any patent 
already granted is revoked to this extent (subsec. (b)). 

The association sees no necessity for these li mitations, as indicated 
above, any more than in the field of other weapons, such as relating 
to poison gas, germ warfare, radar, proximity fuses, and munitions 
gener ally. We see no reasons for singling out the atomic weapon 
rather than any other weapons. 

Subsection (c) requires the filing of certain reports with respect to 
inventions or discoveries “useful in the utilization of special material 
or atomic energy in an atomic wea ipon, This language Seems un- 
necessarily broad, since almost any invention might be “useful” 
this field. 

Section 152 of H. R. 8862, corresponds to subsection (b) of 42 U.S.C. 
1811, but is too broad in the judgment of this committee in preventing 
the grant of exclusive patent rights to the extent that the invention 
is used in the conduct of research or development activities in the field 
specified in section 31. The latter section has to do with Commission 
sponsored or conducted research and development in five specified 
fields, including: 


“é } 
o “the 


5. The protection of health during research and production activities 

This field should certainly be limited to research and production 
activities in connection with production or utilization of special ma- 
terial or atomic energy. 

Section 153 of H. R. 8862 seems particularly objectionable, in view 
of the elimination from the bill of subsection (c) of 42 United States 
Code 1811 relating to compulsory licensing. Simply because an in 
vention or discovery is useful in the utilization of special material 
48184 —i 
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or atomi¢ energy in an atomic weapon, as well as other fields, is no 
reason to justify the Atomic Energy Commission taking over the 
patent. An invention might be of quite broad general utility, in- 
cluding utility in some phase of an atomic weapon, but this ine idental 
factor should not give the right to the Commission to requisition or 
condemn the patent. 

This section is certainly not necessary as far as the atomic weapons 
rogram is concerned, since insofar as the patent has any such Inci- 
dental utility in that field, it is of no force and effect under subsec- 
tions (a) and (b) of section 151 of the bill. He nce, the only purpose of 
section 153 must be to permit the Commission to requisition or con- 
demn patents relating to inventions or discoveries which are useful in 
the utilization of special material or atomic energy in fields other 
than atomic weapons. The association is opposed to the condemna- 
tion of patents relating to inventions of general utility in the special 
material and atomic energy field, and section 153 seems to have no 
other purpose than to aut horize such condemnation. 

Section 154 of the bill is new and is unobjectionable if the Com- 
mission is to continue to own patents. However, the section seems 
to be out of place and should be the last one in chapter 14. 

Section 155 has been taken from 42 United States Code 1811 (e) (2) 
(B) and (38), (A), (B), and (C) with slight changes. However, in 
view of the omission of the compulsory licensing provisions and sec- 
tions (e) (1) and (2), numerous changes in 155 are necessary. 

I don’t know if you have a copy of the bill before you, but I propose 
certain changes in the bill which are in my statement. 

Referring to page 50 of the bill line 20, section 155 (b) (A), “reason- 
able royalty fee” should be changed to “just compensation.” TI think 
this is a recommendation which the previous witness also made. 

This section has to do with compensation to persons whose property 
has been taken under sections 151-153, in which there is no antecedent 
for “reasonable royalty fee.” 

Subsection B, page 51, line 6, contains an obvious typographical 
error in that 154 should be 153. 

Subsection C seems completely unnecessary in view of A and B. 
The corresponding section of the present law, 42 United States Code 
1811 (e) (3) (C) related back to (2) (C) which has been eliminated 
entirely from H. R. 8862. Hence, there is no sense in 155 (b) (C). 

In conclusion, I do not want to give the committee the impression 
that the American Patent Law Association endorses all other provi- 
sions of H. R. 8862 not criticized above because as a matter of fact, 
the association and the committee on laws and rules have considered 
only the patent provisions of the bill, namely, chapter 14. 

Chairman Corte. Thank you, Mr. Hayes. 

Any questions? 

I wish you would, for the moment, give us the benefit of your judg- 
ment as to the constitutionality of any Federal statute which limits 
the exclusiveness of a patent. 

Mr. Hayes. Mr. Cole, that subject has been discussed in connection 
with other bills that have been introduced proposing a general com- 
peer y licensing system, and I am more in favor of the view that such 

a provision in the bill would be unconstitutional. The Constitution 
gives the Congress the right to grant to inventors the exclusive right, 
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not the half-exclusive right or the right subject to making it not exclu- 
sive, and that is what the compulsory licensing program is. It is taking 
away the feature of exclusiveness from the patent. It is no longer 
a right, an unlimited right, to exclude others from making, using, or 
selling the invention. 

Chairman Core. The only authority retained i » Congress to 
determine the terms of a patent is with respect to likal duration of it. 

Mr. Hayes. Yes. 

Chairman Corr. If the Congress wants to make a patent nonexclu- 
sive, it can do so only bs cate of a duration, by cutting the time 
down to 24 hours. 

Mr. Hayes. That is correct, as I see it. 

Senator Pasrore. Would you say that it might be said or argued 
that the mere fact that an individual who is denied some partial 

xclusiveness of his patent still retains that exclusiveness because he 
is entitled to damages or royalty because of the part that is taken away 
from him? 

Mr. Hayes. No, I don’t think so, Senator. 

Senator Pasrorr. It is true that a person under the Constitution 
has the exclusive right to it, but if he is paid damages for any part 
pation in that right by someone else, woul In’t you still say that ‘he 
enjoys the exclusiveness within the spi rit of the Constitution ? 

Mr. Hayes. I think it has to be either exclusive, or it isn’t exclusive. 
And if someone has the right to take the exclusive quality away from 
that right, then it is no longer exclusive. 

The Constitution didn’t say that inventors shall be rewarded b: 
giving them (a) the exclusive right to their inventions, or (0) -the 
right to grant rights to others for compensation. Nothing like that 
is spelled out, of course. And I think there is a fundamental dis- 
tinction between an exclusive right and one which is not exclusive but 
which may be the subject of compensation for use. 

Senator Pastore. Yet if a person infringes that exclusiveness, he 
has to respond i in damages? 

Mr. Hayes. And also he can be enjoined under the law. So that is 
what makes the right exclusive. And that is the most important right 
granted by the patent, the right to get an injunction against your 
infringer. 

Senator Pastore. Suppose you can establish as a predicate that the 
public interest is involved. Do you think yon could go into a court of 
equity and get an injunction ? 

Mr. Hayes. That is up to the court. 

Senator Pastore. According to you, it doesn’t make any difference. 
He has the exclusive right under the Constitution. 

Mr. Hayes. But it may not be enforceable for some reason, which 
I think is unfortunate and a very rare thing, if ever. 

Senator Pastore. Would you subscribe to the thought that this 
could only be invoked where the public interest was involved ? 

Mr. Hayes. Well, the public interest as judged by some Commis- 
sion ¢ 

Senator Pasrorr. Well, the Congress can stipulate what the public 
interest, is. 

Mr. Hayes. But I <= t find that in this bill here. The public 


interest is determined by the Atomic Energy Commission. 
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Senator Pasrorr. Well, only insofar as it exercises its discretion 
under the province of the law itself, which is an act of Congress. This 
whole thing is concerned with the public interest. That is why we are 
getting into it. 

Mr. Hayes. Exactly. I see no necessity, though, for these patent 
restrictions and patent provisions in the law. That is the position that 
our association takes. 

Senator Pasrore. Well, now, I think that point should be cleared 
up in the recor. We are opening the door to private industry to 
participate in this wide field of atomic energy, because we think it is 
in the public interest to do so. Then you say it is not in the public 
interest if we say to an individual, “Because we allowed you to come 
into this field, you can get a patent right that you can enjoy exclusively 
for 17 years to the exe lusion of all others, arbitrar ily, capriciously, or 
what have you. 

Now, you might be injuring the public interest with that kind of 
an attitude. 

Mr. Hayes. That might be. That is a matter for the judgment of 
the Congress, of course. And I happen to feel the other way. 

I feel that it is in the public interest to grant patents in such cases. 

Senator Pasrorr. That is why we brought up the subject of com- 
pulsory licensing. Because we feel that sometimes in the public in- 
terest it might be entirely desirable for many people to participate in 
this new idea, this new invention, this new discovery. And we 
wouldn’t want to be put in the position that some individual who has 
fallen upon the idea can sit back and capriciously say, “The devil 
with everybody. I have got this right, and I am going to exclude 
this right for 17 years, even if I don’t want to use it myself.” 

Mr. Hayes. I think the argument, Senator, applies to any field of 
research and development, and applies to the patent law generally. I 
see no distinction between the atomic-energy field and the field of 
radar, television, radio, or any of these other fields. 

Senator Pastore. Well, my only point is this: I wouldn’t want to 
see us placed in the position of opening up this field to everyone and 
then closing it a n for 17 years against some. 

Mr. Hayes. I don’t think it would work that way. 

Senator Pastore. Let’s hope not. 

Chairman Corr. Thank you, Mr. Hayes. 

The next meeting will be tomorrow morning, over in the Capitol, 
the old Supreme Court room, when representatives of public power 
will be witnesses. 

(Whereupon, at 12:25 p. m., Tuesday, May 11, 1954, the hearing 
was recessed until 10 a. m., Wednesday, May 12, 1954.) 








8. 3323 AND H. R. 8862, TO AMEND THE ATOMIC 
ENERGY ACT OF 1946 


WEDNESDAY, MAY 12, 1954 


CONGRESS OF THE UNITED STATES, 
JoINr COMMITTEE ON ATomMiIc ENERGY, 
Washington, dD. ( ‘ 


The joint committee met at 10:10 a. m., pursuant to adjournment, 
in the old Supreme Court room, the Capitol, Hon. W. Sterling Cole, 
chairman of the joint committee, presiding. 

Present: Representative Cole, Senator Pastore, Representatives 
Hinshaw, Van Zandt, Durham, and Holifield. 

Present also: Corbin C. Allardice, executive cirector: George Nor- 
ris, Jr., counsel to the joint committee; Walter A. Hamilton, and 
Francis P. Cotter, professional staff members. 

Chairman Corr. The meeting will come to order. 

The Chair is anxious to get the meeting stal tec, because he under- 
stands one of the witnesses hopes to catch an airplane within a short 
time; so we will try to accommodate him by starting as promptly as 
possible to the scheduled hour. 

This is a continuation of the hearings the committee has been hold- 
ing on two companion bills on sundry amendments to the Atomic 
Energy Act of 1946. 

The first witness for this morning is Mr. Samuel B. Morris of the 
atomic power policy committee of the American Public Power As- 
sociation. Mr. Morris appeared before the committee at its hearings 
last summer and presented some very interesting arguments on this 
subject, and we are happy to welcome him back again. 


STATEMENT OF SAMUEL B. MORRIS, CHAIRMAN, ATOMIC POWER 
POLICY COMMITTEE, AMERICAN PUBLIC POWER ASSOCIATION 


Mr. Morris. Thank you, Mr. Cole. 

My name is Samuel B. Morris. I am appearing here under the 
auspices of the American Public Power Association as chairman of 
its atomic power policy committee. I am accompanied by Mr. Alex 
Radin, manager of the association and by Mr. Gilmore Tillman, who 
will follow me in further analyses and comment upon S. 3323 and 
H. R. 8862, proposed bills to amend the Atomic Energy Act of 1946 
as amended. I had the honor of appearing before your committee on 
July 20, 1953. 

The American Public Power Association is a nonprofit association 
incorporated in the District of Columbia and represents over 700 
publicly owned electric utility systems in 38 States. Among other 
things, its purpose is— 
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to promote cooperation between and to render service to municipal corporations, 
other public or quasi-public corporations, bodies, or agencies, cooperative as- 
sociations, nonprofit corporations, and similar organizations owning or operat- 
ing electric light or power systems or facilities. 

The headquarters of the organization is 1757 K Street, Northwest, 
Washington 6, D. C. 

My position is general manager and chief engineer of the Depart- 
ment of Water and Power of the City of Los Angeles, Calif., of which 
Mr. Tillman is chief counsel. Before taking this position in October 
1944, I was dean of engineering at Stanford University. 

I served for 8 years as a member of the Committee on Geophysics 
and Geography of the Research and Development soard, United 
States Department of Defense. I have also served as a member of the 
President’s Water Resources Policy Commission appointed in Decem- 
ber 1950, and am now a member of the national water policy panel of 
the engineers joint council composed of the several national engineer 
ing societies representing the American Society for Engineering 
Education. I ama past president of APPA and the American Water 
Works Association. 

As chairman of the atomic power policy committee of the American 
Public Power Association I had occasion to study the Atomic Energy 
Act of 1946, to report to the association in 1953, to testify before your 
committee on July 20, 1953, and to present the association May 14, 
1953, resolution No. 6, atomic energy. 

This 1953 resolution wholeheartedly endorsed the declaration of 
policy set forth in section 1 (a) of the Atomic Energy Act of 1946 
and urged that controls of fissionable materials contained in the act 
be not released until adequate knowledge is available with respect to 
the production of electric energy. It further asked that when such 
controls are modified that adequate provision be made to prevent 
a monopolistic advantage through operation of the patent laws. And 
finally it endorsed large Federal expenditures for reactor develop- 
ment for electric generation including contracts and fullest coopera- 
tion with electric public utilities and other industrial groups as the 
best and most expeditious means of pressing forward in the important 
field of economic production of electric power from the atom. 

During the years since this resolution and testimony, we of the 
American Public Power Association, have been delighted that the 
Atomic Energy Commission has recognized that rapid progress could 
best be made by the Federal Government proceeding with the con- 
struction and development of large reactors for industrial nuclear 
power under contracts with public electric utilities, electric, and other 
industries. We understand that a Federal expenditure of $150 million 
is expected in the fiscal year ending June 30, 1954, to which several 
millions will be added by cooperating private industry and public 
utilities. These expenditures are, of course, justified by the progress 
of atomic research and development as the result of the expenditure 
by the people through their Government of some $12,000 million in the 
past decade. 

While this program has been proceeding so splendidly in precisely 
the manner supported by the association’s 1953 resolution and testi- 
mony before your committee we are now shocked to find that com- 
panion bills have been introduced in the Senate and House of Repre- 
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sentatives on April 15, 1954, less than a month ago, which would not 
merely permit but would invite the creation of : i patent monopoly. 
On April 19, through a press release, mee ntative Sterling Cole, 
chairman, announced public hearings would be held May 10 to 17 be- 
fore the joint committee. 

Before making specific comment on S. 3323 and H. R. 8862 in which 
the unexpected strange wording striking language in the 1946 act such 
as “strengthening free competition in private enterprise,” and sub- 
stituting “foster our system of private enter Ee ISe, ‘le us return to the 
full language of resolution No. 6 adopted by American Public 
Power Association at its annual convention ie Reston May 14, 1953. 
It is short; I will read it: 


RESOLUTION No. 6—ATOMIC ENERGY 


Be it resolved, That the American Public Power Association wholeheartedly 
endorses the declaration of policy set forth in section 1 (a) of the Atomie 
Energy Act, as follows: 

“Accordingly, it is declared to be the policy of the people of the United States 
that, subject at all times to the paramount objective of assuring the common 
defense and security, the development, and utilization of atomic energy shall, so 
far as practicable, be directed toward improving the public welfare, increasing 
the standard of living, strengthening free competition in private enterprise, and 
promoting world peace.” Be it further 

Resolved, That in furtherance of this declaration of policy, this association 
offers to the Congress of the United States, and to all officers and agencies of the 
United States charged with the development of an atomic-energy program, the 
following recommendation: 

1. The controls on the use of fissionable materials which are contained in t 
Atomic Energy Act of 1946 should not be released until adequate knowledge d 
information are available with respect to the use and development of atomic 
energy for industrial purposes and production of electric energy. If and when 
such controls are modified, adequate provision should be made to prevent any 
monopolistic advantage accruing to private persons or corporations, through 
operation of the patent laws, or otherwise. 

2. The Atomic Energy Commission should assume the responsibil for carry 
ing forward development of a pilot plant for production of eletric energy from 
nuclear reactors. In view of the large quantity of electric power which is needed 
in connection with the atomic-energy program, there is ample justification for 
the expenditure of Government funds for the design, construction, and operation 
of such pilot plant or plants which are needed to advance the feasibility of 
commercial production of atomic power. 

3. The carrying forward of research in the industrial and electric generation 
and the operation of pilot electric generating plants through several contractg 
with electric public utilities and other industrial groups is a suitable means 
of getting appropriate contributions of ideas and verification of the operations 
meeting the tests of practicality and economic soundness. Because this energy 
potentiality represents one which starts as a necessary governmental monopoly 
and one where the advantages must be spread ultimately to the people it is 
urged that publicly owned electric utilities also be afforded the opportunity 
of participating in such development contracts because of their experience in 
distributing such benefits to the public. For similar reasons, the publicly owned 
electric utilities should be recognized and be permitted to share adequately in 
the application of atomic energy to electric power production when such appli- 
cation has been demonstrated to be appropriate by the results of pilot-plant 
operation. 


I have taken the liberty of underscoring the words “strengthening 
free competition in private enterprise” stricken from section 1 (a) 
of the Atomic Energy Act of 1946 by S. 3323 and H. R. 8862 

Under the proposed amendments restriction on the granting of a 
patent will be continued only with respect to the utilization of special 
material or atomic energy in an atomic weapon. The former similar 






































178 AMEND ATOMIC ENERGY ACT OF 1946 


restrictions pertaining to the production of fissionable material would 
be eliminated. The use of inventions for research would continue 
on the same basis as before but the former provisions for nonmili- 
tary utilization are proposed to be eliminated. With respect to the 
acquisition of patents, the Commission would be no longer authorized 
to pure hase, take, requisition, or c onde mn any inve ntion or discovery 
which would be useful in the production of fissionable material or 
which would be essential in the utilization of fissionable material or 
atomic energy but may only purchase an invention or discovery which 
would be useful in the fissionable material or atomic energy in a 
military weapon. Under the proposed senna nts the Patent Com- 
pensation Board would be eliminated and the former provisions for 
judie ial review with respect. to royalty fees would be likewise 
eliminated. 

It is proposed to eliminate the provision under which all uranium, 
thorium, and certain other materials in deposits in public lands were 
reserved for the use of the United States. However, there would 
be retained the portion of the paragraph on public lands which pro- 
hibits benefit by settlement upon the public domain as a result of 
acquired confidential information. 

The proposed amendment would retain, but change, the wording 
to clarify the provisions that energy produced in the course of pro- 
duction of special material at facilities owned by the United States 
may be used by the Commission or sold to other Government agencies 
or to publicly or privately owned utilities at reasonable and nondis- 
criminatory prices; however, eliminating the provision that such sale 
would be under contracts providing for reasonable resale prices. 

The initial paragraph of the law, with its statement of policy—which 
was — tly satisfactory to the American Public Power Associa 
tion—has been replaced by other wording appearing to convey the 
same general ideas and intent excepting that the statement “strength- 
ening free competition in private enterprise” is proposed to read 
“foster our system of private enterprise.” Also in this chapter the 
program has been broadened so as 
* * * to encourage widespread participation by private enterprise and others 
in the development and utilization of atomic energy for peaceful purposes to 
the maximum extent consistent with the common defense and security and with 
the national health and safety; * * * 

It would appear that the controls on the use of fissionable material 
have been released without waiting “until adequate knowledge and 
information are available with respect to the use and development of 
atomic energy for industrial purposes and production of electric 
energy” as expressed in paragraph (1) of our association’s resolution 
No. 6. It is also clear that through limiting the field in which the 
Atomic Energy Commission may have exclusive patent rights or on 
patent rights th: at adequate provisions have not been made “to prevent 
any monopolistic advantage accruing to private persons or corpora- 
tions, through operation of the patent laws, or otherwise” as also ex- 
pressed in the above-mentioned resolution. 

It appears that the amendments concerning patents do not comply 
with the statement of President-Eisenhower in his message to Congress 
wherein he said: 

Until industrial participation in the utilization of atomic energy acquires a 
broader base, considerations of fairness require some mechanism to assure that 
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the limited number of companies, which as Government contractors now have 


access to the program, cannot build a patent monopoly which would exclude 
others desiring to enter the field. I hope that participation in the development 
of atomic power will have broadened sufficiently in the next 5 years to remove 
the need for such provisions 


By virtue of the tremendous expense involved in operating atomi 


energy pilot reactors for energy production it is probable that the 
Atomic E nergy Commission w ill not be free of the re sponsibi ility for 
carrying forward Coveropanenn of pilot plants in connection with the 


deve ‘lopments for electric energy production and would thus comply 
with our Association’s second recommendation in the above mentioned 
resolution. However, it is probable under the amendments that the 
eee will not necessarily constitute the primary driving fore 
for this development but it will res ci a on the licensees. 

The membership of the American Public Power Association were 
and are tremendously disturbed by the se bills to amend the Atomic 
Energy Act of 1946 and at their recent convention at Chicago on May 
6, 1954, adopted the following Resolution No. tes 


Prorosep AMENDMENTS TO Atomic Enrercy Acr 
Whereas in the words of the Congress of the United States, “* * * 
it is reasonable to anticipate” that the use of atomic energy “will cause 
profound changes in our present way of life ;” and 

Whereas, in the words of President Eisenhower, “considerations of 
fairness require some mechanism to assure that the limited number 
of companies, which as Government contractors now have access to 
the program, cannot build a patent monopoly which would exclude 
others desiring to enter the field ;” and 

Whereas to the ordinary American citizen aware of the billions 
of dollars of yy ‘unds which have been expended in basic research 
in this field, it is literally unthinkable that his Government would 
permit the otto e of such a “patent monopoly,” and 


Whereas there is now pending before the Congress a bill (H. R. 8862) which 





would so amend the Atomic Energy Act as not merely to permit but to invite the 
creation of precisely such a monpoly : Now, therefore, it is hereby 

Declared by the American Public Power Association, in convention assembled, 
that the provisions of this bill a R. 8862) insofar as they deal with patents 
and permit or encourage a monopoly are not only subversive of the public if 
they are so obviously designed to se orve individual private interests at the expense 
of the general welfare as to require their total rejection ; and 

The president of this association is authorized and directed to designate one or 
more representatives to appear before any committee of Congress considering this 
legislation, to express the opposition of this association to every proposal therein 


contained dealing with the subject of patents and monopolies 


Under chapter 14, Patents and Inventions, the proposed bills pro 
vide that— 
No patent shall hereafter be granted for any invention or discovery which is 
useful in the utilization of special material or atomic energy in an atomi 
weapon— 
but apparently patents are to be permitted for production of atomic 
reactors or other means of producing electrical energy and for other 
uses. 

I note that 117 patents have been released by AEC since November 
25, 1952, bringing to 606 the total released since December 1949, 
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when the Commission adopted its policy of making inventions and 
discoveries available for public use. It is interesting to find in the 
Commission’s report for Tals-Desotdes 1953 that one patent claim 
of fundamental importance had been settled by payment by the United 
States of $300,000 to the inventors. 

In view of the number of reactors authorized and under construc- 
tion for AEC, the cooperation being entered into by public utilities 
and private industry, and the fact it is generally expected that at least 
5 or 6 years will elapse before full results from these new develop- 
ments in the produc ‘tion of electric power from atomic energy will be 
known and available it wou:d appear prudent to await a re port from 
AEC on “Whether in its opinion any industrial, commercial or other 
nonmilitary use of special material or atomic energy has been suf 
ficient to be of practical value. * * *” as provided under — 7 (b) 
of the Atomic Energy Act of 1946. It does not ap pear, vending such 
report to the President and his transmittal to the C aaa with his 
recommendation, that there should be such sweeping changes in policy 
as to make discoveries in this field subject to private patents and to 
private monopoly. This is particularly true in view of the $12,000 
million previously expended by the people of the United States 
through their National Government as compared to a few million 
doll: ars by private industry which through ownership of patents might 
“set up a roadblock” and exact tributes from the 160 million people 
who have already invested so heavily in atomic energy know-how. 

Mr. Gilmore Tillman, in behalf of the American Public Power Asso- 
ciation, will present further comments on S. 3325 and H. R. 8862 

Chairman Cote. Thank you, Mr. Morris. 

Are there any questions from the committee ? 

Senator Pastore? 

Senator Pastore. Mr. Morris, it is generally felt that it would be 
a great diplomatic boon if we would pool some of this knowledge 
with our foreign allies in order to accelerate this program of the 
development of atomic energy for industrial or peacetime purposes. 
Now, how would you compare your philosophy with that of the 
President of the United States, who has already made this sugges- 
tion, if we allow our foreign allies to participate and say no to Ameri- 
can industry ? 

Mr. Morris. Well, I have presumed that there would be patents 
turned over to the Atomic Energy Commission which would protect 
interests of the United States equally with patents which might be 
issued and retained by private corporations in this country. 

Senator Pastore. Well, let’s assume that we did insert in this 
legislation some program where you could have compulsory licensing, 
in order to make this available to all participants on every level. 
Don’t you think that that would be sufficient protection and yet carry 
out this philosophy of allowing American private enterprise to engage 
in it? 

Mr. Morris. I think that would be of material assistance if covered 
by adequate controls over the amount of royalty involved in cross- 
licensing. You will appreciate that the number of corporations 
engaged in the manufacture of large generating units is very limited. 

Senator Pastore. I quite agree with you that we can’t overlook the 
fact that the American public has already invested $12 billion in 
this entire program of atomic research, and that somehow we ought 
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to write some safeguards into the law to make it as available as 
possible to all partic ao But I thought that it was your general 
philosophy as expressed in your statement that you have just read 
that you did not think th: r the time has yet come when this ought 
to be private enterprise; but that the Government should do it alone. 
If you follow that theory, I was wondering how you would reconcile 
it with the President’s idea of allowing foreign allies to participate. 

Mr. Morris. I believe that is covered by 1 my statement. I believe 
there would be equal protection to the United Staves either way, 
and I would not in any way pose here as any expert on handling 
international problems and would rather prefer to step out of the 
field of international activity. 

Senator Pastore. Well, let me put it this way. If we did it inter- 
nationally and did not do it domestically, wouldn’t it be inconsistent? 

Mr. Morris. I would say that the United States interests should 
be adequ: itely protected by eed iar whether retained by the Atomic 
Energy Commission or retained in n priv: ite hands. And I don’t see 
quite where there is a difference in the degree of protection to the 
United States which is lost by the Atomic Energy Commission retain- 
ing the patents, as compared to their being in private hands. In 
fact, I think there is more flexible saipoueanity for the United States 
to negotiate and act in the matter of international relations than it 
would be if the patents were privately held. 

Senator Pastore. That is all, Mr. Chairman. 

Chairman Cots. Mr. Hinshaw? 

Representative HinsnHaw. Mr. Morris, I am delighted to see you 
here. You come from that delightful country to the Far West. 

I think that possibly you may be under some 1 \isapprehension and 
the Public Power Association is under some misapprehension. The 
inventions which you are talking about, I believe, liave to do with 
the production of electric power, do they not? 

Mr. Morris. Yes, that is our primary interest. 

Representative Hinsnaw. Does the Pub lie Po wer Association feel 
that all inventions in the production of electric power should be not 
patented ? 

Mr. Morris. Well, we believe that the time is vet too early, under 
existing 1946 act. The Federal Government is spending large sums 
for reactors. Private industry has been w illing to cooperate. And 
there remain, as I understand it, 5 or 6 years, likely, be fore the resfilts 
of this program will be fully known. We believe that a report on 
that activi ty, aS provi ided for in the 1946 act, would be the best means 
of procedure, rather than } now making a change, when we are on the 
threshold of knowing something m« es about it. 

Representative Hinsuaw. Well, it occurs to me that while that is 
perfectly true—and I do not think the committee has any idea of 





releasing the entire situation, but it is merely contemplating what car 
be done and what might be done—yet the acti baal cilities for the pro- 


duction of power are something that you aveliias from a supplier, 
are they not? 

Mr. Morris. Yes; we purchase the generators, turbines, and so 
forth, from suppliers. 

Representative HinsHaw. And the boilers, if necessary, for steam 
power, and so forth ? 

Mr. Morris. Yes. 
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Representative Hinsuaw. Now, I don’t quite see your concern over 
that part of the business, except as a purchaser of those supplies. 

Mr. Morris. We are interested in the manufacturing industry hav- 
ing the greatest opportunity of development without restriction, of 
patents by other of its neighbors. As I say, there are very few, I think 
only three, present large manufacturers of turbines and generators 
that might expected to presently compete in the field. And in 
other areas of the electrical industry, it is a pretty tight industry. 
By and large, we get identical bids for electrical supplies. 

Representative Hinsuaw. Of course, this isn’t the electrical indus- 
try. This is the boiler industry, so to speak. Because the actual 
generating facilities are the same, regardless of whether your heat 
source is the atomic pile or a steam boiler. 

Mr. Morris. The numbers manufacturing large boilers are com- 
parable, I believe, at the present time. We believe there should be 
open competition in that industry and that the most progress in 
developing the new boilers or other elements of the atomic energy 
development will be best met by a freer interchange of information 
than would exist if each separate corporation in its research has a 
cloak over its operations. 

Representative Hinsuaw. That may be true. And still there are 
the benefits that the inventor may achieve from his invention that 
must be considered. And it is claimed by the private industrial peo- 
ple, who are suppliers to all of the power industry for the production 
facilities for power, I believe, that a certain amount of competition 
in the way of inventive genius is desirable in this case in order to get 
more rapid advances in the art. 

Mr. Morris. We rather believe, as pointed out by the President in 
his statement, that the time is not yet. There has not been a broad 
enough field of activity by sufficient numbers of the industry to take 
that action now, and we believe the information which will be avail- 
able from 5 or 6 years’ development and operation of these new reactors 
would be a more appropriate time to review the situation. 

Representative Hinsuaw. I think that the committee may in large 
part agree with you on the subject, that cross-licensing for a time 
would be advantageous. But certainly the inventive genius of 
America is the thing that has put it forward. And anything that we 
-an do to encourage invention in this field is liable to bring an advance 
mych sooner than otherwise, I would assume. 

That is all Mr, Chairman. 

CuatrMan Corr. Mr. Durham? 

Representative Durnam. Mr. Morris, I assume from your state- 
ment, here, that you feel that this measure would not operate in get- 
ting this disseminated out to the public in a better way and a faster 
way than the old act. Is that true? 

Mr. Morris. Yes. We believe that the old act does not present the 
opportunities for monopoly. I believe so far as getting information 
out to the public, or other industries is concerned, it is more open 
under the ola act than it would he if each separate group for its own 
advantage was concealing the progress of its development of ideas. 

Representative Duruam. Well, the whole idea, of course, is to get 
this socialized monopoly owned by the Government out of the hands 
of the Governamgnt so that we can increase the benefits to humanity. 
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That has always been the history of private enterprise. I think it 
has produced more benefits to the public than the Government has. 
That is my opinion. I don’t know whether it is the opinion of every- 
body or not. 

Mr. Morris. I think I would concur in that, although the conditions 
are considerably different, and the amount of man-days or any other 
measurement of capital outlay involved in an invention as old as the 
wheel or the invention of the steam engine by Watt, or any of the 
other inventions which you can name, I believe, did not have a com- 
parable capital requirement. y ae 

Representative Durnam. Now, we have reached a point in this re- 
search and development activity where we have produced power. 
That is a fact. It is a known fact. Now, are we going to continue 
in research and development and spend money and build a reactor 
to the point where it will be say, self-sufficient, and have all the 
facts known. Or when are we going to begin to get this out and turn 
it loose to the public so that they can take hold of it and do something 
with it ? 

Mr. Morris. I believe that is what the Atomic Energy Commission 
is doing now by the funds provided for building a number of different 
types of reactors, inviting into the work the manufacturing industries 
and the utilities that work with them in this. 

Representative Durnam. The committee has felt the same way. 
We have backed this activity 100 percent to get to a certain point. 
What bothers me is that we have to make a decision somewhere along 
the line, if we ever expect to get this out of the Government’s hands 
into private enterprise. It is a question of where you want to start. 

Mr. Morris. I think, in our opinion, a review, based upon the ex- 
perience with these 5 or 6 reactors, and after 5 or 6 years of time, would 
be appropriate, when all of the facts were known, to consider the 
patent licensing which you are now reviewing. 

Representative Duruam. As an individual who has of course fol- 
lowed the reactor program from the beginning, in charge of the sub 
committee in the beginning and then under Mr. Hinshaw, I hoped that 
we would be able to make a very definite start when we reached a point 
where we had produced power, so that private enterprise could take 
hold of this thing and go to work on it. 

Mr. Morris. We have produced power. We have not yet produced 
power in economic competition with existing fuels. 

Representative Dunnam. Well, we did not even do that with the old 
type engines of any type. I know in the research and development 
stage we always took something probably when it wasn’t in a competi- 
tive way with the prior development of power. Isn’t that historic? 

Mr. Morris. Yes. 

Representative Durnam. That is historic. So we hadn’t reached 
that point. But we had reached a point where we had actually pro- 
duced power. 

Mr. Morris. But we are entering this stage now, with some $12 
billion of expenditure, with just a few million dollars from private 
industry, and it does not seem we have yet come to the time where 
we should make that jump. We are on the theshold of possible major 
developments. It is now thought to be approximately competitive 
with other fuels. There appears to be, according to the Atomic En- 
ergy Commission’s research men, an opportunity, with a breeder 
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reactor, that the fuel cost alone, not its handling or any other element, 
may be down as low as 0.013 mills per kilowatt-hour, as compared to 
existing fuels which are 1 or 3 mills per kilowatt-hour. 

Representative Duruam. Of course, as I say, the whole idea and 
the whole hope I had was to get away from this continuation of piling 
on top of this $12 billion if we could prevent it. 

Representative Houirretp. Mr. Morris, as another Californian, I 
would like to express my appreciation of your appearance here this 
morning and your testimony. 

L notice in your statement you say you were dean of engine ering at 
Stanford University. For how long did you occupy that position ? 

Mr. Morris. For 8 years—1936 to 1944. 

Representative Hotirieip. That is the university, I believe, that has 
a notable former President, Herbert Hoover, as its sponsor. 

Mr. Morris. We are proud of that fact. 

Representative Ho.irreip. It is located in California, in case the 
record doesn’t show that. 

Do you consider the development of atomic energy up to the present 
time, sir, as a national resource ¢ 

Mr. Morris. Yes, sir. 

Representative Hoxirrep. Why do you consider it a national 
resource / 

Mr. Morris. Because of its development by the people through the 
support they have given to their N: ations al Government to research and 
de velop this new field of energy which will so affect the lives of all 
the people of the world in future years. 

Representative Honirterp. Then you would reject the idea that this 
comes into the category of any other industrial development in our 
time, as far as origination and development are concerned ? 

Mr. Morris. Yes. In rapidity of development. 

Representative Hoxirrerp. That rapidity of development was due 
to a Government operated and maintained agency, was it not? 

Mr. Morris. That is correct. 

Representative Horirreip. In conjunction with the contribution of 
private enterprise, which was paid for by the Government. 

Mr. Morris. Yes. 

Representative Hoxuirrevp. In other words, private enterprise has 
participated in this project up to date as far as the operation is con- 
cerned, of the plants, the use of the technology, the acquisition of the 
technology, to the fullest extent. 

Mr. Morris. Yes. 

mepeees ntative Horirmetp. They have drawn generously upon the 
scientific brains of the Nation, which have been paid for by tax funds, 
have they not ? 

Mr. Morris. Yes. 

Representative Horirieip. Do you believe that the Nation, there- 
fore, is entitled to all the benefits of this project, without discrimi- 
nation? J am talking about the people of our Nation. Because they 
paid for this project and its development to date, do you believe that 
all should have equal access ? 

Mr. Morris. Yes. 

Representative Houtrm.p. That applies, of course, to the military 
benefits and applies to the medical benefits and to the agricultural 
benefits. 
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Mr. Morris. Yes. 
Representative Houirm.p. And to the industrial application. 


Vir. Morris. Yes. 


Representative Horrrietp. Now, we ar approaching the time, we 
are told. and we know not how short that time may be or how long it 
may be, when an invention this month r tomorrow may be consum 


mated in one of our Government laboratories, or one of our private 
laboratories operating under Government funds, which may make the 
breeder principle you mentioned possible and successful. Is that not 
true ¢ 

Mr. Morris. That is correct. 

Representative Hortrrecp. In view of that fact, are we not in an 
interim period of development, where it is most vital that as to this 
investment which has been made to date and which is continuing and 
will continue for the next 5 years in the 5-reactor development pro- 
gram, paid for again by tax funds, it is obligatory upon us, as guard 
ians of the public interest, to see that those benefits are given, without 
favoritism and without discrimination, to all the people of the Nation ¢ 

Mr. Morris. That is the attitude of the American Public Power 
Association and myself. 

Representative Horirre.p. And when I ask you that question, you 
not only refer to public power bodies, but you refer to all of private 
industry, do you not? 

Mr. Morris. Yes. I cannot speak for others. 

Representative Honirreip. You do not ask that only public power 
bodies be given access to these benefits, but that all of the power indus 
try of the United States be granted that right ? 

Mr. Morris. That is right. 

Representative Hotirrevp. By the very nature of the type of devel- 
opment which will ensue in the next 5 years or 6 years or 10 years, is 
it not true that there will be a limited number of great corporations 
which can participate in the building of reactors and the develop- 
ment of economic power through the building of such reactors / 

Mr. Morris. There are a limited number at the present time, though 
there has been an increase in the number of large corporations entering 
the new field of electronics, and there may be, if access is permitted, 
other industrial giants growing up, who could participate in the man- 
ufacturing of such elements as required for the production of power. 

Representative Hotirrmeip. Many factors will be involved in the 
granting of licenses to these new entrepreneurs in industry, factors 
of availability of source material, factors of their ability to accumu- 
late the many millions of dollars which are necessary to enter this 
field, factors of tax amortization and cost operations writeoffs as 
required by their various State utility boards in the setting of rates 
for both private and public utilities ? 

Mr. Morris. Yes. 

Representative Hottrretp. Therefore, it is conceivable that in one 
State there might be a public utility commission which would be 
oriented toward private power and therefore antagonistic to public 
power developments in that State; is that not true? 

Mr. Morris. Yes. 

Representative Hotirmxp. And in such cases, by the very virtue of 
their State laws, they would be allowed to grant franchises on a fa- 
vored basis to those people that they favored; is that not true? 
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Mr. Morris. I don’t know that I fully understand that question. 

Representative Hotirreip. If a public power commission in the 
State of X, for instance, was antagonistic toward the development 
of any public power project in that area through the granting of 
franchises, they could favor their friends, could they not? 

Mr. Morris. I presume that that is a fact. 

Representative Hottrrerp. If this Atomic Energy Commission 
wanted to favor certain great corporate groups to the disadvantage 
of others, under this act they could do so, could they not? By the 
very rights we give them to exercise administrative discretion, in this 

bill that we are considering, the Cole-Hickenlooper bill ? 

Mr. Moxrts. I am not—— 

Representative Hotirrerp. Have you studied the review sections in 
the bill, the review of administrative issuance of licenses ? 

Mr. Morris. Yes. 

Representative Hoiirreip. Are you satisfied with the Review Board 
as set up therein, as being an independent board that would function 
as a public interest check of administrative actions ? 

Mr. Morris. I would prefer that my colleague, Mr. Tillman, would 
pass upon such questions. 

Representative Horrrm.p. I will ask him that question later on, 
then. 

Now, I note that you have mentioned the fact that “strengthening 
free competition in private enterprise” was dropped out of the new 
bill, and substitute language “fostering our system of private enter- 
prise” was put in. What distinction do you draw between those two 
phrases ? 

Mr. Morris. It seems apparent that the competitive interest is lack- 
ing in the new bill, and it is in the act of 1946. 

Representative Hortrretp. In other words, the language “foster our 
system of private enterprise” would not include public enterprises 
such as the Los Angeles Light & Power or the TVA and the Tennessee 
Valley, by inference? 

Mr. Morris. Yes, as a matter of fact, each of us in our utility field 
isa monopoly. Weare a monopoly. 

Representative Hotirreip. That is true. 

Mr. Morris. The private utilities are monopolies. In a way, the 
only type of competition that exists is in the records made by the 
general public and the several private utilities in their operations in 
their respective fields, and the comparison of their operations and 
rates, 

Representative Hortrretp. In other words, the rates of the Los 
Angeles Municipal Light & Power—and I have no idea what they are, 
because I happen to live outside of the city 3 or 4 miles, and I am 
a customer of the Southern California Edison Co.; but, by the very 
virtue of the fact that those two systems operate in the gr eat metro- 
politan area, there is a competitive factor in the rates which are 
charged, although they do not have access to the same customers. Is 
that not so? 

Mr. Morris. That iscorrect. They are competitive from the stand- 
point of an industry desiring to locate in the area, which involves the 
taxes he will pay, the cost of improvements, and the cost of power he 
will use. That rate then is competitive with other locations where 
such an industry might establish itself. 
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Representative Hottrtetp. Therefore if the language “strengthen- 
ing free competition in private enterprise” was deleted, there would 
be a strong indication in the minds of a judge who was taking judicial 
note of the history of the legislation that there was an intent to do 
something different by putting in a different wording. 

Mr. Morris. Yes. 

Representative Hottriexp. Would you say that “foster our system 
of private enterprise” would include such operations as the Municipal 
Light & Power Co. of Los Angeles? 

Mr. Morris. I would say it is understood differently by different 

people, but generally, the average public would not understand that 
our program was a part of private enterprise. 

Representative Hoxirrevp. Actually it is a public enterprise, is it 
not, owned by the public, and it is a nonprofit institution as far as 
diverting earnings to stockholders and individuals is concerned ? 

Mr. Morris. Yes. That is correct. 

Representative HoririeLp. And it is supposed to be of mutual bene- 
fit by giving to the people the benefit of its nonprofit status in the 
city of Los Angeles, is it not ? 

Mr. Morris. That is correct. I just wanted to add that under 
the existing bill or under the proposed bill, we are satisfied that the 
public agencies and private agencies could operate. 

Representative Hourrrptp. They could operate provided they were 
granted licenses by the Atomic Energy Commission. But if the 
Atomic Energy Commission, i in line with the general purport of this 
bill, should direct its licenses to private enterprise, as mentioned 
in the bill, and not to public interprise, by the very virtue of the fact 
that they denied those licenses it would make it impossible for munici- 
pal public-power groups or rural cooperative groups or any other 
kinds of public projects to obtain access to the source material which 
is owned by the Government, and will continue to be owned by the 
Government under the bill, and, therefore, they would be heipless 
in the case of such an administrative decision, would they not? 

Mr. Morris. Yes; we are all subject to administrative decisions, 
and, of course, the absence of competitive enterprise in the title is an 
important element in its interpretation. 

Representative Hortrrevp. Now let us consider for a moment the 
progress which has been made in this technology since 1947. Has 
there ever in the history of the Nation been as great progress in tech- 
nology as there has been in this particular art? 

Mr. Morris. No. 

Representative Houtrretp. In such a short length of time? 

Mr. Morris. Not in an industry of such magnitude. 

Representative Hontrietp. Has there ever been such scientific 
advancement in any field as there has been in this particular field, to 
your knowledge? 

Mr. Morris. Not coupled with its magnitude. 

Representative Ho.irrexp. I was going to refer to the fact that 
there never had been, in the period of 7 or 8 years, $11 billion spent 
for the development of any technology. Has there, as far as you 
know ¢ 

Mr. Morris. Yes. The reason I coupled with it the magnitude 
is that some fields like radar came into very rapid development, but 
481845418 
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the investment is small in comparison to the necessary investment 
in the atomic-energy program. 

Representative Horirietp. And, of course, you know in television 
and in the radio industry the basic patents owned by RCA exact a 
toll from every operator and every manufacturer of devices that use 
those basic patents, do they not? 

Mr. Morris. I believe that is true. 

Representative Hotirrevp. I notice that you call attention to the 
fact that under this bill the provision that the sale of byproduct 
power by United States-owned facilities under contracts at reasonable 
resale prices has been removed. 

Mr. Morris. Yes. 

Representative Hoxirretp. Do you know also that there is no di- 
rection, under this bill, as there was under the previous bill, for the 
Atomic Energy Commission to develop and utilize their own power? 

Mr. Morris. I am uncertain on that point. 

Representative Hotirrmeip. Well, under the bill, they are authorized 
but not directed to use and to sell to other Government agencies and 
to private users, and I believe the language is unclear on that. I think 
it says “and others” without indicating who “and others” might be, 
if I am not mistaken. 

I notice that on page 9 you bring to the attention of the committee 
the fact that the Atomic Energy Commission has released for public 
use 606 patentable techniques. 

Mr. Morris. Yes. 

Representative Horrrretp. Do you believe that the progress of the 
technology has been increased by the release to all comers of those 
606 techniques, or do you believe that it has been retarded ? 

Mr. Morris. I believe it has been accelerated. 

Representative Horirreip. Then in the next 5 or 6 years, when the 
Government is spending millions and millions of dollars of the tax- 
payers’ money for the development of 5 promising types of reactors, 
5 types of reactors that are considered most promising by the Atomic 
Energy Commission, do you believe that further technologies which 
are paid for by the people should be made available to all of industry, 
both public and private, in our country ¢ 

Mr. Morris. Yes. And I would expect the developments of these 
5 years to be most astounding. 

Representative Horirmxip. You understand that if this bill passes 
the techniques and patent areas and the developments of processes 
and methods in these five reactors will be retained for Government 
use in the building of additional Government reactors, but that they 
will be available to private industry groups in the sixth and seventh 
and eighth year for the filing of patents, do you not? 

Mr. Morris. That is my understanding. 

Representative Horirmeip. And would not those people who par- 
ticipate in the five reactor construction and development programs 
have a tremendous advantage and know-how and be able to go to the 
Patent Office in the sixth, seventh, and eighth years and know what 
to file and how to file patent applications ? 

Mr. Morris. I am in favor of their gaining more know-how by 
participation. 

Representative Hotirreip. I understand that, but I wish you would 
be responsive to the question, which is, Would they have an advan- 
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tage in the sixth, seventh, and eighth years to file patents which in 
essence arose from the expenditure of tax funds during the 5-year 
development period ? 

Mr. Morris. Certainly so. 

Representative Hoxirrevp. That is all, Mr. Chairman. 

Chairman Co er. It isn’t too important, Mr. Morris, because we are 
going to readjust it, anyway, but I can’t for the life of me see why 
you strain at the expression or protest against the use of the expres- 
sion of the declaration of policy by the Congress that it should foster 
private enterprise. 

Mr. Morris. I wouldn’t object to that if there wasn’t also the dele- 
tion which accompanies it. 

Chairman Coir. You certainly believe in private enterprise ? 

Mr. Morris. Yes. 

Chairman Cote. And you believe it should be fostered ? 

Mr. Morris. Yes. 

Chairman Cotz. So the expression standing by itself you do not 
protest ? 

Mr. Morris. If that had been the expression without the deletion, 
I wouldn’t have been so struck by it. 

Chairman Coir. Will you tell us what the Congress means when it 
says that we, the Congress, believe in strengthening free competition in 
private enterprise? What is the difference between strengthening 
free competition in private enterprise and fostering private enter- 
prise? Because private enterprise is competition. 

Mr. Morris. Well, not necessarily so. 

Chairman Corte. Then my understanding of private enterprise is 
all wrong. 

All right. You tell me what you believe to be the meaning of 
strengthening free competition in private enterprise. 

Mr. Morris. Well, I think strengthening free competition is to in- 
sure that one company or group of companies will not have a monopo- 
listic advantage over others which are in that field but cannot success- 
fully compete on account of this group holding the patents or other 
means by which they monopolistically control a field of enterprise. 

Chairman Coz. That is exactly what private enterprise is then— 
free competition. 

Mr. Morris. Free competition would be opposed to the control by 
an individual, a company, or small group of all the facilities of produc- 
tion, of goods needed by the public as a whole. 

Chairman Cote. You certainly believe in the patent system and the 
patent principle, don’t you. 

Mr. Morris. Oh, yes. 

Chairman Core. Don’t you recognize that patent process as one of 
the elements of private enterprise? 

Mr, Morris. Yes. And I think the American patent policy has 
been a good one by and large. It has enabled those who have a patent 
to spend money on the development of its manufacture of goods in 
accordance with such patent. But by and large, no similar situation, 
compared to this atomic energy one, has existed in the patent field. 
I don’t know of any case where the United States has carried on, on 
behalf of all of the people, the major research which has gone into 
development of a new 7 a new device, a new industry and in the 
other cases, relatively small amounts of capital, which can be accumu- 
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lated and used during the patent period, have enabled the advance to 
be made. Here we have both the large capital and the very rapidly 
moving changes in the development in the field. 

Chairman Coreg. On page 2 of your statement, you express delight 
that the Commission has recognized that rapid progress could best be 
made by the Federal Government proceeding with the construction and 
development of large reactors for nuclear power under contracts with 
public electric utilities and other industries. Upon what do you base 
that statement ? 

Mr. Morris. On releases by the Atomic Energy Commission when 
they decided to go into the reactor field. As a result of the hearings 
which you had last year and other contacts with industry, they ex- 
pressed the view that apparently industry is not yet willing to invest 
the large sums required for this reactor program to make the greatest 
progress consistent with the President’s plan for the most rapid devel- 
opment of peacetime use of atomic energy. The best progress could 
be made by proceeding as it did, with federally financed reactors and 
the development program which they are carrying on. 

Chairman Core. So what did they do? 

Mr. Morris. They proceeded with the development of five new 
reactors. 

Chairman Corr. No, you are quite wrong there. 

Mr. Morris. I don’t know the figure. 

Chairman Corx. They proceeded with one. And how did they 
do it? 

Mr. Morris. You refer to the Duquesne one? 

Chairman Cote. That is right. That is the only thing they have 
done. 

Representative Houtrrevp. I would like to clarify that. 

Chairman Core. I will take care of myself on it, please. 

So far the Commission has only made one contract for the construc- 
tion of a reactor for generation of industrial power. And the only 
reason they did it, which you now have pointed out, is that private 
capital was not available to do it. And the way that they did do 
it was by making a contract with a private utility company. But your 
statement says that you were happy that the Commission recognized 
that rapid progress could best be made by the Federal Government 
proceeding with the construction of a large reactor under contract 
with public utilities—which isn’t the fact at all, and is very mislead- 
ing. Because, in the first place, they did not make a contract with a 
public utility for the construction of an industrial reactor. 

And in the second, third, and fourth place, it was illegal for any- 
body else to have done it. 

What you should have said was that you were happy that the Com- 
mission recognized the need for proceeding with the construction of 
industrial reactors, and since it was illegal for anybody else to.do it, 
it did it on the Government money. Because that is what happened. 

The statement you made is quite misleading. 

Mr. Morris. The Atomic Energy Commission did release a state- 
ment of the character which I mentioned months ahead of the contract 
with the Duquesne Power Co. I will admit my wording may not be 
as completely accurate as it should be in connection with what you 
state, but as I understand the Duquesne contract the Federal Govern- 
ment builds the pile, the reactor, under a contract under which the 

















































sO 


VF ee of 


ae 


AMEND ATOMIC ENERGY ACT OF 1946 191 


Duquesne Power Co. furnishes the rest of the equipment necessary 
to produce electric energy from that reactor and operates the reactor. 

hairman Cotg. I just wanted to make sure that a misunderstand- 
ing was not created in the minds of the public as to what you meant. 
I hope you don’t think for a moment I credit you with deliberate 
intent to mislead. 

Mr. Morris. And the term “public utility” is the common expres- 
sion; privately owned, but public utility. 

Chairman Core. And in the next sentence you sav the expenditure 
of $150 million is expected during the current fiscal year. I assume 
you meant to imply that $150 million is currently being spent by the 
Government for the construction of industrial reactors. That is 
again misleading, because it is about 10 percent of that amount. 

Mr. Morris. I am just quoting the figure used in the 6 months 
report of the Atomic Energy Commission on this expenditure for 
reactors. 

Chairman Corr. If they used $150 million, they were not talking 
about a reactor for generating industrial power. They might have 
been talking about other types of reactors, but not industrial reactors, 

You have indicated in your statement and in your discussion with 
Mr. Holifield that you feel the time is not yet ripe for the normal 
rxatent laws to begin to operate in this new field; that perhaps we 
should wait until 5, 6, or 7 years have passed. And you base it on the 
argument that the public has spent 11 to 12 billion dollars in public 
funds for acquiring knowledge, and it shouldn’t be withheld from 
public use. For the life of me, I can’t understand the soundness of 
an argument which says that we have spent $12 billion so far to 
acquire a knowledge which should not be released for public use until 
we have spent $5 billion more to acquire more knowledge. 

Are you going to release that knowledge then ? 

Mr. Morris. Have I anywhere said that the knowledge should not 
be released ? 

Chairman Corr. Well, you said that the normal operation of the 
patent laws should not apply. 

Mr. Morris. Yes. But that is not the release of information. I 
have favored the release of information in all of my testimony. It 
is only that patents which might be used in a monopolistic manner 
should not be granted. I favor the widest dissemination of 
information. 

Chairman Corr. Well, certainly you understand that any knowl- 
edge that has been acquired by the Government through this ex- 
penditure has been put into patentable form, and those patents are 
owned by the United States. Is that not true? 

Mr. Morris. That is right. 

Chairman Coxe. You have indicated your concern that the Com- 
mission has released only 610 of those patents so far. 

Mr. Morris. Yes. I think their report says 606. 

Chairman Cote. Well, whatever it is; 606. You indicate that you 
think the Commission should have released more information, more 
of those patents. 

Mr. Morris. I don’t know the number which they hold 

Chairman Coxe. I don’t care how many it is. 

Mr. Morris. I will say that this is a good policy. 

Chairman Coxsz. To release patents? 
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Mr. Morris. That is right. 

Chairman Corr. Which are owned by the Government? 

Mr. Morris. Yes. 

Chairman Co ez. I insist that I cannot understand your position 
then. You say you feel that the Government should release more o 
the patents which it now has for use by the public, and yet you say 
that the public should not be able to take advantage of the informa- 
tion, the knowledge, that is in those patents, so that they can improve 
upon them. 

Mr. Morris. It is my understanding that the Government does not 
release these patents in a manner to permit any monopolistic control. 

Chairman Cote. Of course not. They are publicly owned, just the 
same as any patent which has expired is publicly owned. Anybody 
can come in and use them. 

Mr. Morris. Yes. And that we favor. 

Chairman Core. Well, that is not what you have been saying. 
You have been saying that there shouldn’t be any patents, any im- 
provements upon existing patents, and that is what we are arguing 
about. 

Mr. Morris. If I have not made it clear, I am not opposed to the 
United States retaining or obtaining these patents. I am opposed to 
the private patenting in a manner which encourages or permits 
monopoly. 

Chairman Cotz. Well, that is what a patent is, a monopoly. And 
you say you believe in the patent system. How can you say you don’t 
believe in it in the atomic field and at the same time say that all 
patents in the atomic field should be open to public use the same as 
any expired patent ? 

Mr. Morris. Well, I thought that I made it clear—I intended to 
do so—that the free use of Federal patents, as indicated in the num- 
ber which have been released, we believe in making available to the 
public and its industries the opportunities to make use of this informa- 
tion; that the granting of new patents, if not adequately protected, 
would permit monopoly in this field, upon which so much new in- 
formation is expected within the next 5 years. 

Chairman Corr. A lot has bren said about apprehension that the 
big companies are going to hog this field and exclude the little com- 
panies; that the companies that are in a preferred position are going 
to continue that advantage, to the disadvantage of potential com- 
petitors. I wish you, Mr. Morris, who have given a lot of thought 
to it, would indicate just what types of companies you have in mind 
when you say that certain ones are now in a preferred position to 
capitalize upon that preference in the future atomic energy program. 

Mr. Morris. I should say the major electrical manufacturing cor- 
porations and the major manufacturers of boilers. 

CuarrMan Core. Such as General Electric, Westinghouse, Bab- 
cock-Wilcox, duPont Chemical Co., the Union Carbide Co., such 
companies as that? The management companies, I expect you mean ? 

Mr. Morris. You say the management companies? 

Chairman Corr. The companies who have made a contract with 
the Commission to operate the Commission’s plants. 

Mr. Morris. Yes. 

Chairman Cote. Those companies, you feel, are in a preferred po- 
sition ? 
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Mr. Morris. Yes, to operate or to otherwise engage in the manu- 
facture and freedom of knowledge of atomic progress in connection 
with their contracts with the United States. 

Chairman Coxe. You do not feel that those companies have sur- 
reptitiously withheld any patents, any ideas, which might be patent- 
able if the law is adjusted to make that possible? 

Mr. Morris. No, I think we have made splendid progress in that 
regard. I have no such accusation. 

Chairman Core. The mere fact of their making the contract and 
assuming this responsibility, this function, thereby putting them in a 
position closer to the field, you feel is of such a nature that they should 
be denied capitalizing upon that for the next few years ? 

Mr. Morris. Yes, I do. 

Chairman Corr. And to do that, you would say that there should 
be no patents, or that any patents which might be granted must be 
subject to cross-licensing ¢ 

Mr. Morris. Yes. 

Chairman Cote. Would your opinion be the same if you knew, or 
if it were the fact, that those companies which have these opera- 
tion contracts, which I call management companies, these management 
contracts, were quite unwilling to enter into those contracts, did it 
only after considerable persuasion by the Commission, and then only 
at an insignificant profit, if any profit? Would your opinion be dif- 
ferent if that were the fact and it could be demonstrated? 

It would not be the fact? 

Mr. Morris. No. 

Chairman Cote. Then it is your opinion that any company or any 
person who for whatever motive, whether for profit or out of pure 
patriotism, undertakes an obligation at the request of an agency of the 
Government and puts himself in a position of closeness to an activity 
essential to our national security, should later on be denied the full 
benefits of a private citizen or a private company which had not that 
connection ? 

Mr. Morris. All would be denied that opportunity, under our sug- 
gestion, and it is my view that if any person enters into a contr: act 
with the United States, the terms of that contract spell out what rights 
he expects to receive for such work. 

Chairman Corr. Of course, every contract spells out the terms of 
the obligation and the remuneration and the payments. Of course. 
But they are silent with respect to what the company may do after 
the contract terminates. 

Mr. Morris. I don't believe I could look behind the contracts or 
why they entered into such contracts. I just think the fact that they 
have the contract speaks for itself. 

Chairman Cote. So it doesn’t make any difference to you how much 
money has been spent. to these management contrac nore, the principle 
would be the same whether it was a dollar of this $12 billion that we 
have been talking about that was spent for saaeanien that were in 
a preferred position, or whether the whole $12 billion went into their 

ockets. It wouldn’t make any difference to you? The principle 
is what is important ? 

Mr. Morris. Yes. I think that is right. I think the Federal Gov- 
ernment, in entering into a contract, should spell out all the benefits 
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which are expected to be derived from that contract, and there are 
not supposed to be any concealed or hidden benefits obtained. 

Chairman Cots. I wasn’t sure as to your response to Mr. Holi- 
field’s question. Did you agree with him when he asked you if you 
did not agree that under the present bill it would be possible for the 
Atomic Energy Commission to favor big groups in the granting of 
licenses, to favor certain groups in the ‘granting of licenses, to the 
exclusion and detriment of other groups? 

Mr. Morris. Whether large or small. I think he asked me if I 
thought they could show favoritism with one group over another. I 
suppose any executive group might do so. I wouldn’t say they cer- 

tainly would do so or that they are likely to do so. 

Chairman Coz. Do you think the opportunity for showing favor- 
itism is greater with the atomic energy group than with the Federal 
Communications Commission or the Federal Power Commission or 
the Maritime Commission or any public agency which has authority 
to grant licenses, even liquor licenses? Anybody with power to grant 
a license has the authority to favor. Of course, he does. 

Mr. Morris. Yes. 

Chairman Core. But the power to favor doesn’t mean it is going 
to be used, does it ? 

Mr. Morris. No. 

Chairman Corr. I think that covers it. 

Mr. Van Zandt? 

Representative Van Zanpr. Mr. Morris, I take from your state- 
ment that you are critical of the overall program of the Atomic 
Energy Commission. 

Mr. Morris. No, not at all. 

Representative Van Zanpr. You criticize the participation of in- 
dustry. 

Mr. Morris. No, not at all. 

Representative Van Zanpr. In the last page of your statement 
here you say : “This is particularly true in view of the $12,000 million 

reviously expended by the people of the United States through their 
National Government as compared to a few million dollars by | private 
industry * * *.” 

Mr. Morrts. I say it does not appear, pending a report on this 6 
years’ operation, 5 or 6 years’ operation, of these reactors, that now 
is the time to permit private patents. 

Representative Van Zanpr. Aren’t you criticizing the industries 
of the country, who have contributed, we will say, 5 or 6 million 
dollars to the effort ? 

Mr. Morris. Not at all. I think they have done a good job. 

Representative Van Zanovt. In regard to various study groups rep- 
resenting private utilities in the country, do you realize that they 
have made big contributions to this program without any cost to the 
Government? 

Mr. Morris. Yes, I think they are making contributions to the 
program. 

Representative Van Zanpr. Do you realize they were asked by the 
Atomic Energy Commission to make the study? 

Mr. Morris. Yes. I am all for that cooperation. I think in my 
statement I stated that we have been delighted with the progress 
which has been made and the cooperation which has existed between 
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the Atomic Energy Commission and both the manufacturing and the 
electrical industry and the operating industry. 

Representative Van Zanpt. Have any of the members of your as- 
sociation indicated interest in forming such a study group and making 
a similar contribution to the program ? 

Mr. Morris. We have discussed it. We have not so far participated. 

Representative Van Zanpr. In regard to atomic energy being a 
national resource, is it not true that we have precedents in develop- 
ing such resources in other fields? I am thinking now of the diesel 
engine. Did not our Government bring the diesel engine from Europe 
and after spending probably $10 or $15 million, make the results of 
their studies and engineering effort available to the American people? 

Mr. Morris. I am unfamiliar with that. I have no reason to doubt 
that what you say is correct. But that is making it generally avail- 
able. It was not bringing it over to produce a private patent mo- 
nopoly. It is this broad use which we favor. 

Representative Van Zanpr. The Cole-Hickenlooper bill was de- 
signed to bring about that very thing, to make the results of the 
atomic energy program available to the American people. Therefore, 
I would say by your testimony that you are being critical of the Cole- 
Hickenlooper bill. 

Mr. Morris. I am critical of its patent features; yes. 

Representative Van Zanvr. You are familiar with the aviation in- 
dustry and the great strides it has made a apt contributions by 
the Federal Government, and which resulted in benefits enjoyed by 
the public? 

Mr. Morris. Yes. 

Representative Van Zanpr. That is all, Mr. Chairman. 

Chairman Core. Senator Pastore? 

Senator Pasrorr. Mr. Morris, do you read anything into this law 
that would prevent a publicly owned utility from participating in 
this program ? 

Mr. Morris. No; I do not. 

Senator Pasrore. Now, I come from a part of the country where 
our power costs are larger than in any other section of the country. 
Do you think that really the Government, doing this job alone, 
can do it faster than with the joint participation on the part of private 
industry ¢ 

Mr. Morris. I thought it was being done by the Government with a 
very large participation by private industries. 

Senator P ibednas. Now, if that is the case, if the Government, in 
whatever it is doing, is doing it by a system of contract, isn’t private 
industry, in fact, doing it on a cost-plus basis? 

Mr. Morris. I believe it is. 

Senator Pasrore. Isn’t it still the taxpayers’ money that is being 
used ? 

Mr. Morris. Yes. 

Senator Pastore. Well, now, the practical advantage of all this 
program will only become apparent when the cost of power that is 
produced by atomic energy is competitive with the energy that is 
produced by conventional fuel. Isn’t that so? 

Mr. Morris. That is correct; yes. 

Senator Pastore. Until we get to that moment, I don’t think there 
is very much for anyone to fear. 
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Mr. Morris. This is the most important moment, tomy mind. We 
just now have started construction of these reactors for production of 
power. We don’t know what they are going to do. 

Senator Pasrore. We have started the construction of one reactor; 
isthat right? If I understand this questioning, we have started one. 

Mr. Morris. There is one largeone; but there are several others. 

Senator Pasrore. That are in contemplation. 

Now, don’t you think that it would be much better for all parties 
concerned, the people of the country especially, and the people who 
live and work in New England, for instance, where all these costs are 
so much higher than in the Midwest and the Northwest, and I am not 
opposed to public power development, as a matter of fact, I have 
always favored it. But we are met with the situation that the costs 
there are much, much higher than they are in any other part of the 
country. Therefore we are at a competitive disadvantage. Now, 
don’t you think that we ought to strive for the day when we could 
have a substitute fuel that would be cheaper than conventional fuel? 

Mr. Morris. Absolutely. 

Senator Pasrorr. Well, how are we going to get to it unless we get 
private industry to participate, unless rather than 1 to 5 reactors we 
start building a hundred of them? The quicker the better. 

Mr. Morris. Yes, the quicker the better. But we believe if not pro- 
tected from opportunities for patent monopoly, this low-cost power 
which you seek may be denied to you. 

Senator Pasrore. In other words, the whole construction of your 
presentation today is on your fear of this patent monopoly. Am I 
right ? 

Mr. Morris. You are right. 

Senator Pastors. Outside of that, you are not opposed to private 
industry being let in on this whole program ? 

Mr. Morris. That is right. 

Senator Pasrorr. And you adopt the philosophy: The quicker the 
better. 

Mr. Morris. That is right. 

Senator Pasrore. Allright. If we have a system of cross licensing, 
wouldn’t that cure your objection ? 

Mr. Morris. Well, it depends on the controls over the cross licensing 
and over the royalty features. You can see that there is a wide margin 
here. We have a fuel, in atomic energy, which the scientists say is 
down as low as 0.013 mills per kilowatt-hour, which is in the order of 
a two-hundredth of the cost of present fuel. 

Senator Pastore. Maybe I could quarrel with that figure. But let 
me ask you this question, before we get off on another tangent, but I 
would like to keep this thing in its proper perspective. You don’t 
have to buy this patent or make this substitution, unless, if you do it, 
it is cheaper than what you have already been doing. Am I right or 
wrong? 

Mr. Morris. Yes, you have made exactly the right statement. 

If this power is put on the market, say the current price at the 
switchboard in your area is 7 mills. I don’t know what it is. Maybe 
it is higher than that in your area. If it is offered at 6 mills, certainly 
you would buy it. If it cost, to put on the line, 3 mills, there would 
be a hundred percent profit in that, and you may not be protected if 
a monopoly is permitted. 
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Senator Pastore. You mean that they would sell it cheaper to some 
people than they would to others? 

Mr. Morris. No, they might not sell it to anyone cheaper. If the 
monopoly is tight enough, they will sell it at just below the price of a 
competitive fuel, and no lower. 

Senator Pastore. Now let me put it this way. If we assume that 
the cost of power is 7 :rills in New England, Hhode Island purticu- 
larly, and through the development of this program, through the use 
of these patents, we can buy that same power for 3 mills, what differ- 
ence does it make to us who has the patent? We are still buying our 
current at 50 percent of the cost. 

Mr. Morris. If I control that patent completely, and no one else can 
compete with me in that field, why shouldn’t I charge you 6 mills 
instead of 3 mills? Why shouldn't ‘I make a 3-mill profit on that? 

Senator Pastore. In other words, your fear is against the profits 
that these few people will make, and not the reduced cost at which the 
consumer will buy the current. Isn’t that the crux of your argument 
here today? You are more concerned about the profits that might 
be distributed to stockholders than you are concerned with the lower 
cost, let’s say, of power in New England. 

Mr. Morris. No, apparently I do not make myself clear. Taking 
the figure of 7 mills, if I control the patents or the process that will 
produce that at 3 mills, and no one else has any process which will 
produce it under 7 mills, then why shouldn’t I charge you 6 mills, and 
why shouldn’t I pocket the difference between the 6 mills I sell it to 
you for and the 3 mills that it costs me? 

Senator Pastorn. All right. Now, could your company do the same 
thing? Could your company come across a patent and, instead of 
charging 3 mills, charge it at 6 mills, if someone else wanted to buy it ? 
Is there anything i in the law that would prevent you from doing it? 
Don’t you basically come down to the whole procedure of free enter- 
prise ? 

Mr. Morris. No. 

Senator Pastore. Here there has to be a sense of equality of oppor- 
tunity. And one thing we have got to avoid here is a few people 
getting their clutches on this w hole } program at someone else’s expense. 
But if the door is open to all who will apply for a license, and no one 
is barred, if in 5 years we can accelerate this program so that it can 
become of a national use, why should we in the Congress do anything 
to retard it ? 

Mr. Morris. We do not want to retard it. We only ask that there 
not be a monopolistic advantage. We want the broadest use. We want 
every organization to have the opportunity of manufacturing under 
such licenses. Now, obviously if it is closely enough controlled, if 
there is no public control over the cross-licensing royalties, perhaps 
the manufacturing monopoly would fix the sale price for the necessary 
equipment to any “pub lic utility so high that 6 mills would be as low 
as power could be produced by the utility. 

Senator Pastore. And now I am going to make a whistlestop state- 
ment. I am afraid, with the whole attitude at the present moment, 
with all this talk about “socialism” and “creeping socialism,” that the 
Government is not going to invest in this program the amount of 
money that it requires. And my fear is this: That unless we open the 
door and allow private enterprise to come in on this program, you are 
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not going to accelerate this program that must be accelerated. And 
I am afraid that rather than wait 5 years you may have to wait 10 
years if you expect the Government to do the job, and unless you open 
the door and let free enterprise come in here and participate, I am 
afraid that the people of this country are not going to get the full 
advantage of this development and that foreign countries who are 
competing with us in this field will gain superiority. That is all I 
have got to say. 

Representative Hinsnaw. Just for the sake of the record, quoting 
from page 16 of the 15th Annual Report of the Atomic Energy Com- 
mission, under “Reactor development” : 

The Commission continued its program of developing improved reactors for 
industrial nuclear power and for naval and aircraft propulsion. For these pur- 
poses expenditure of about $150 million is expected during the fiscal year ended 
June 30, 1954. 

In that figure of $150 million which you quoted in your statement, 
there is included naval and aircraft propulsion, which is quite a con- 
siderable amount. 

Mr. Morris. That is correct; yes. 

Representative Hinstaw. Now, in the report of the Research and 
Development Subcommittee of this committee, there is contained the 
following figure, on page 1: 

The proposed 5-year program— 
that refers to the program of research and development of nuclear 
reactors for industrial power purposes— 
calls for a research and development program at the cost of 8% millions per year 
and 5 specific reactor-development projects. 

These projects are at a total estimated cost of $199 million over the 
entire 5-year period, and the dates for estimated completion of plants 
on an experimental scale are shown below. It shows a total to be spent 
over 5 years of approximately $199 million, which averages $40 mil- 
lion a year, of which some proportion is being contributed by private 
industry, as, for example, in the pressurized water reactor. The Du- 
quesne Light & Power group, including Westinghouse, propose to con- 
tribute, I believe, $5 million. Is that right? So that not the entire 
sum will be spent by the Government. 

I am informed that the Westinghouse-Duquesne group expect to 
spend about $35 million out of the $85 million total. 

So, actually, the AEC program for the research and development on 
nuclear reactors for industrial power purposes will amount to some- 
thing in the neighborhood of $30 to $40 million a year. 

Mr. Morris. I believe the expenditure by Duquesne is not included 
in the expenditures being made by the United States, but is in addi- 
tion thereto. That would be my belief, anyway. 

Representative Hinsuaw. At the time this report was made and the 
testimony taken, the contract had not been let, and it was not known 
that there would be any contributions by an outside group. So that. 
this contains the entire total estimate. 

Mr. Morris. As I understand it, there is the estimated cost of the 
reactor. The estimates here are for the reactor. They are building the 
heat exchanger, the generators, the turbines, and their operating plant, 
and their large expenditures relate to those expenditures but do not 
relate to expenditures for the reactor. 
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Representative Hrnsuaw. I think you will find that this contains 
the cost of the entire job, on further investigation. 

Mr. Morris. Yes. But their portion of “the entire job is the non- 
reactor portion. 

Representative HinsnHaw. Well, this amount listed here is the entire 
job. So that the total to be expended by the Government is on the 
order of $35 million to $40 million a year. And that is for this type of 
development. That is merely for correcting the record and straighten- 
ing this thing out. 

Mr. Morris. I think, in my expression of the use of $150 million, 
taken from this same report which you accurately quoted, it was my 
intention to show that that expenditure this year was for reactors for 
industrial purposes, which, in my thought, included those for aircraft 
and for submarines. 

Representative Hinsuaw. Not by any means. Because that is an 
expenditure which is a very considerable one and may run into large 
numbers in the future, even larger than here contemplated, which is 
over a hundred million dollars, and it should not be considered in con- 
junction with the industrial power aspects in any way whatsoever. 
It may run much more than this figure, depending upon the outcome 
of some things. 

Now, I would like to pose a question to the committee, as well as to 
the gentleman here on the stand and other gentlemen who are in 
attendance at this meeting. I don’t want them to answer it at once, 
but cogitate a little and let us have some answers. 

Suppose that a citizen of a foreign country were granted a patent in 
his own country and desired to register that patent in the United 
States Patent Office as an exclusive patent of his own. Under the 
present law, I understand that he could not register the patent if it 
related to atomic energy. But under the proposed law, he could. 

Now, would that necessarily be subject to the provisions that you are 

talking about, of providing for the granting of cross lic ensing, so that 
no exclusive patent would be in effect over the next 5- or 7-year period ¢ 
Or under the patent conventions, would he be entitled to his patent 
exclusively for his own benefit in this country ? 

That is a good question, and I can’t find an answer from the stand 
here, but if a Britisher or a Canadian or a Frenchman or a Belgian or 
somebody of that sort can obtain a patent advantage in our country of 
that kind, then we ought to consider further what we are doing. 

Mr. Morris. We will give thought to that problem. 

The Cuarrman. Mr. Holifield? 

Representative Hottrretp. Mr. Morris, in order to clear up some of 
the points on this Westinghouse-Duquesne contract, that contract was 
let to Westinghouse as a result of a negotiating with a number of com- 
panies, and the most attractive offer was made by Duquesne. 

Mr. Morris. That is my understanding. 

ere Horrrrevp. And that offer included what, in effect, 
is a $5 million contribution toward the reactor which will be built by 
Westinghouse. In addition, over a period of time they have obligated 
themselves to something like $30 million in building their own equip- 
ment, which, by the way, in the main, could be used by a coal plant as 
well. In other words, to a great extent it is conventional, although 
there are some elements in the heat-transfer section of it which would 
come under the category of a unique piece of machinery. And, inci- 












































200 AMEND ATOMIC ENERGY ACT OF 1946 


dentally, they are entitled to patents in that field, where they are spend- 
ing their money independently of the Commission. 

Now, as for the $5 million bonus, notwithstanding the fact that 
they gave a $5 million bonus to be applied to the W estinghouse reactor, 
and that the costs of the Government in the reactor are estimated to 
be around $50 million, notwithstanding that fact, they are signed 
hand and foot not to obtain any patent privileges as a result of that $5 
million. That is a voluntary contribution on ‘their part, and they do 
not encroach upon the Government’s right to all knowledge which is 
being developed by the development of the W estinghouse reactor. 

Now, in regard to research and development in military reactors, 
my colleague, Mr. Hinshaw, is right. There is a great deal of addi- 
tional money that is being spent in military re: actors. All of the tech- 
niques that are developed in those military reactors are retained by 
the Government for its own use at the present time, and I assume it 
will continue to be so under the regular types of defense contracts, 
which contain patent protection clauses for the Government. And the 
same applies to the study groups which the Government has given 
funds to, given access to our laboratories and the right to consult 
with our scientists who are being paid with Government funds. But 
I want to point out that all the techniques which may be developed 
in the military reactors in this much greater sum will become such 
Government property, under the 1946 law, both peacetime and 
military. 

Now, if we pass this bill, the Cole-Hickenlooper bill, in my opinion, 
unless clauses are put into the contracts—and it has already been 
advocated that they be eliminated if this bill passes—then such peace- 
time techniques, such dual techniques, as are usable for both military 
and peacetime, will be available to these concerns for private patent- 
ing. Therefore that will establish a patent equity in the peacetime 
field, while not establishing a patent equity in the military field. 

My colleague, Mr. Van “Zandt, mentioned the diesel motor. It is 
true that the United States Government did spend a great deal of 
money on the diesel motor, and it is also true that they did make 
available to all of industry the results of that technique and the 
spending of that money in that field. 

Let’s get back to this limited grant of license. We had an inter- 
change on that which I believe established that there will be a lim- 
ited grant of license, and we realize that that has to be, because of the 
nature of this development and the tremendous amount of money that 
will go into the reactor development. The principle which should be 
established, and which I think you believe in, is that along with that 
power to grant there should be a check as to discrimination from an 
objective review board. 

Mr. Morris. Yes. 

Representative Hortrretp. In other words, recognizing that there 
will be a limited grant of licenses, those licenses should be granted in 
a goldfish bowl, and there should be access by the public as to why 
certain licenses were denied. In other words, we must write into 
this act, I believe—and I ask you if this is your thought on it—an in- 
dependent review, an objective and independent review, of all li- 
censes that are granted, just to avoid a favoritism which might be 
exercised. That favoritism might be exercised right, as in the case 
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of the Duquesne request. You might claim that favoritism was ex- 
ercised in giving to Duquesne that contract. But that favoritism, in 
my opinion, was justified, because Duquesne came forward with an 
offer which was better than the other people offered for this coopera- 
tive development. And so there is no criticism on the part of the 
committee, as far as I know, certainly not on my part, as to granting 
to Duquesne this particular right of cooperation. Because they got 
it on the basis, you might almost say, of a bid arrangement, although 
we will call it negotiated. They offered more to the Government than 
anyone else, and, therefore, under our system, in fairness, with long 
precedents behind it, they were granted this right of cooperation. 
But I point out again that they accrued no undue advantage over the 
other sections of industry by virtue of such arrangement. 

Getting to the point of a monopoly on the patents, on a patent 
right, which might in the Rhode Island-New England area, bring 
the costs down from 7 mills to 3 mills, your interest is that the people 
get that 3-mill development, is it not ? 

Mr. Morris. That is correct. 

Representative Horirrecp. You want to see that they get it? 

Of course, those are hypothetical figures. But assuming that such 
a development occurs, you want to be sure that not only the people 
of Rhode Island get the benefit of that reduction in power costs, 
but vou want to see that the people of the United States get the benefit 
of that reduction in power costs due to development of technology, 
do you not? 

Mr. Morris. That is correct. 

Representative Hortrietp. So there is no thought on your part of 
trying to protect any group that might get the difference between 
the 3 mills and the 7 mills—any private group, I mean as to additional 
profits ? 

Mr. Morris. I believe they should not be protected. 

Representative Horirretp. If the Government spends the money 
for it, and if the improvement is made on technology which has been 
paid for by the taxpayers’ money, you feel that the people are entitled 
to that reduction, whether it would be in New England or California? 

Mr. Morris. That is correct. 

Representative Hottrrerp. I think that is all I have. 

Chairman Corr. Thank you very much, Mr. Morris. 

I hope we have not unduly detained you. 

Mr. Morris. Thank you, Mr. Cole. I appreciate the opportunity 
of appearing before you on behalf of the American Public Power 
Association. 

Chairman Corz. If you will be so kind as to allow Mr. Tillman to 
remain, he may proceed, as counsel of the American Public Power 
Association. 


STATEMENT OF GILMORE TILLMAN, ATTORNEY AT LAW OF LOS 
ANGELES, CALIF., REPRESENTING THE AMERICAN PUBLIC 
POWER ASSOCIATION, AND DEPARTMENT OF WATER AND POWER 
OF THE CITY OF LOS ANGELES, CALIF. 


Mr. Tiuttman. My name is Gilmore Tillman, and I appear here on 
behalf of the American Public Power Association and the Depart- 
ment of Water and Power of Los Angeles. 
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If the chairman will permit, I would like to preface i state- 
ment with a few comments, freehand, on the question that was raised, 
a very important question to my mind and to us at the Aeenteen 
Public Power Association meeting recently held, as to the distinc- 
tion, if there be one, and we truly believe there is, between the phrase 
“free competition in private enter prise” 

Chairman Core. Look. Can we save you and everybody a minute’s 
time? We are going to put back the words exactly as they were. 
The only reason we put in “foster our system of private enterprise” 
is because it made more sense. 

Mr. Tititman. I think it is important to get our point of view on 
this just from that standpoint, so that you will nhienend why we 
were upset. 

Now, to my mind, it is perfectly clear that our system, the American 
system of private enterprise, divides easily into 2 fields, and 1 of 
these is the area mentioned there, the area of free competition. And 
in that field I want to make a personal declaration. 

Chairman Core. But it didn’t stop there. It said “free competition 
in private enterprise.” 

Mr. Tittman. Yes. I am making the distinction between the two 
phrases. As for private enterprise, as I say, one area of it is the 
area of free competition in private enterprise. And in that area, I 
feel that private enterprise is the best of all systems and free com- 
petitive private enterprise gets more ingenuity, gets more things 
accomplished more economically, to my mind, than government pater- 
nalism, socialism, or any other thing you care to name. But our 
private-enterprise system is not entirely free, by any means. And 
that is the distinction we had in mind. 

We then come to the monopoly area. And there is a tremendous 
area of private enterprise investment in monopolies. And they are 
of two kinds. I did this free hand at the moment. 

First is the kind that is based upon a license or a certificate of public 
convenience and necessity. It is a monopolistic license or a limited 
number license of some kind. In that field, a public utility is typical 
of that, an electric utility. 

Representative Duruam. Wouldn’t patents be in the same category? 

Mr. Tittman. I was coming to that next. One form is based on 
either exclusive or limited licenses, and those we have found generally 
have to be regulated as to their rates. Thus the general public utilities 
are regulated as to their rates. They enjoy a monopoly because they 
have to. It has been found necessary in my own State of California 
where competition was voted into our constitution, that it must be 
competitive, and it was voted out again after 15 years of sad experience. 

Representative Hotirtetp. You are speaking in the public utility 
field ? 

Mr. Tittman. In the public utility field ; yes. 

Representative Horirmtp. We have private competition, I know, 
in all other fields. 

Mr. Tiriman. Yes. I beg your pardon. But I was making the 
point that in the one I know the most about, the electric field, a mo- 
nopoly is almost indispensable, because of the physical plant involved. 

Then you come to the last form of monopoly, and so far as I know 
the only form of monopoly in private enterprise permitted in the 
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United States that literally is unregulated. That isa monopoly that 
isa monopoly, if you have a patent. 

Chairman Corz. Why is it literally unregulated 

Mr. Tutman. Well, because so far as I know, and I am not too 
sharp in patent law—— 

Chairman Cote. You are a good lawyer, and I am sure you know 
the Constitution. Go ahead. 

Mr. Trtman. The price at which a man shall license his property, 
or his patent, rather, is his own business. 

Representative Duruam. You pay for that, though. 

Mr. Titman. I am making the distinction at the moment. I am 
not in favor of it as it applies to the atomic-energy field. Iam in favor 
of it in general. The game is worth the candle. I think we would 
be more efficient if we faced competition. By that I mean the electric 
utility by which I am employed. But monopoly is there. I don’t 
think monopoly in the American system is ever per se desirable. It 
may be the best you can do, and it has been held out in the patent 
field that you gain more advantages from the offer of a monopoly than 
you lose through the monopoly itself. And, in general, that is true, but 
it need not always be true. 

Representative Durnam. The point I can’t understand is that every- 
body is scared to death of this provision because they say they are in 
favor of this system of patents at the present time, which is more or less 
a private-enterprise industry. And these that we grant under this 
act will be regulated by the same body regulating it today. They 
will regulate the patents on this. 

Mr. Trrrman. I believe not, sir; I do not at all read the act that way. 

Representative Duruam. It may, of course, come with the recom- 
mendation of the Commission, but, after all, the general policies will 
be followed. 

Mr. Tirtrman. Unless I completely misread the act, that is not true 
at all. In a patentable field, in a field in which patents are to be 
permitted, they are to be totally divorced from the Atomic Energy 
Commission. They are to be patents in the normal sense of the word 
under the normal patent laws, free from Commission control. 

Representative Durnam. As I see it, that system hasn’t created 
monopolies. 

Mr. Tirtman. We strongly favor the system as it now exists in 
the act of 1946. 

Representative Durnam. Then why are you so scared of this sys- 
tem we are trying to set up here? 

Mr. Triman. I have prepared a small paper in which I will try 
to explain it. 

Chairman Cote. I suggest that we have the benefit of your well- 
reasoned arguments. 

Representative DurHam. I was trying to get the difference which 
is going to exist here in this field of patents. I don’t get the point 
as to where the difference is going to be. Congress is not going to 
stand for this field to be taken out and used as a monopoly. Why, 
if somebody walked off with one of these things and became a ezar, 
you know how fast we would shake him down. We always have. 

Representative Horirietp. Mr. Chairman, I can’t let my friend’s 
remark go by without saying that this bill, as it is now written, pro 
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vides normal patent rights in peacetime uses, and therefore it does 
give a monopoly to those who get those patents. And there is no 
regulation by the Atomic Energy Commission on those patents, and 
there is no other regulation on it except certain provisions in the 
antitrust law, if the bill is passed in the form in which it is now, 

Representative Duruam. I say to my friend from California, then, 
that if he favors the present-day system of patents, the system today 
does the same thing, in my opinion, because it grants 17 years of 
privilege. 

Representative Hotrrrevp. That is exactly right. And I do favor 
the system of normal patenting, with this exception, that we are now 
handling a different situation. We are handling a situation in which 
Government funds have been expended to produce this technology, 
and therefore I say no private industry has the right to come in and 
get a monopoly patent on it. 

Chairman Corr. Let me say in response to my colleague from Cali- 
fornia that the bill contains within itself, explicitly, directly, unques- 
tionable, unequivocal langauge which will prevent any monopoly. 

Representative Horirtetp. Well, I deny that. 

Chairman Cote. Everybody agrees that a patent, of course, is a 
limited monopoly. But that is not the kind of monopoly you are 
apprehensive about. And the bill contains provisions to prevent the 
very thing that the witness is apprehensive about. 

Representative Durnam. I am not in favor of monopoly. Do not 
misunderstand that. But I am trying to distinguish the difference 
between the present-day application of patents and what we are try- 
ing to do in this act, in the end result. You may say there is a dif- 
ference, but where is the difference going to exist ¢ 

Chairman Core. Mr. Tillman, do you have to catch an airplane? 

Go ahead with your statement. 

Mr. Tirritman. At the threshold of the Atomic Energy Commis- 
sion Act of 1946 we are met with a statement of what is, to me, a most 
important truth. That is: 

It is reasonable to anticipate, however, that tapping this new source of energy 
will cause profound changes in the present way of life. 

The bill now pending before this committee, H. R. 8862, proposes 
striking out this sentence, but striking it from the bill does not make 
it less a truth, and the importance and impact of every provision of 
H. R. 8862 must be judged against this background. 

Where do we now stand with relation to these “profound changes” ? 

The science of nuclear fission has been developed to such a stage 
that there is now a general belief that it will become economically 
feasible as a source of power for use in commerce and industry. That 
is, power will be ‘aithidad from nuclear energy at costs lower than 
those resulting from the use of what are sometimes referred to as con- 
ventional fuels. 

There was a time when the primary question in this field was as to 
whether this objective could ever be achieved. The primary questions 
now are: When will it be achieved, and by whom ? E 

_We have reached this stage through the efforts of thousands of in- 
dividuals, working directly or indirectly in the service of, and under 
the direction of, the United States. In financing this research and de- 
velopment, the United States has expended more than $10 billion 
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of public funds. I think that it is important in considering this 
legislation to remember that for our achievements in the atomic-energy 
field we are not greatly indebted to private initiative, as such. 

And, by the way, if I may disgress, I put that in because I was so 
much impressed with what the case would have been had the opposite 
been true. In other words, had some private industry with the patent 
laws as they normally stood made ar investment, mace this discovery 
of nuclear fission itself, and brought the science, through the ex- 
penditure of billions of dollars, to the point at which it now is 

Representative Hinsuaw. Let’s get this thing all straight for once. 
In the first place, it was private people who discovered the business 
of fission. 

Mr. Truman. Everything is done by people. Corporations do 
nothing; the United States does nothing. People do it. Aside from 
the patent Mr. Morris mentioned for $300,000 for some discoverer, no 
one was permitted to work in this field under anything but Govern- 
ment supervision, Government contracts. 

Representative HinsHaw. After 1942. Up until 1942, anyone could 
work in it. 

Mr. Truitman. Yes, sir, and I am assuming that before 1942 some- 
one had discovered and patented the processes up to date. 

Representative DurHAm. More than 50 years ago. 

Mr. Truman. And at this stage of development a committee of 
Congress decided it was wrong, and “We will now pass a law prohibit- 
ing patents.” It would be unanswerable to say “Haven't I done very 
well so far? Now you can’t trust me to make progress with this.” 

Representative H1insuaw. You spoke about $10 billion being spent. 
in the development of it. That is reduced by a very considerable sum, 
being that it pays for the entire atomic-energy program to date, not 
only research and development, but production facilities that have 
been built at Oak Ridge and all the concrete and steel that have 
gone into buildings, which have been several billion dollars’ worth, 
and the stockpiles of weapons, and all of the rest of it put together. 
That goes into the $10 billion. It is the cheapest program the Govern- 
ment has been involved in so far for the benefits that have been 
received. 

Representative Durnam. It helped close up a war, too. 

Representative Hinsuaw. Yes, which is a quite considerable value. 
Let’s reduce the figure of $10 billion for research and development to 
something more reasonable, which might be $1 billion or $2 billion or 
whatever they figure on. 

Mr. Tittman. Although, of course, in the progress of an art or 
science of this sort the know-how picked up in the daily operations is 
an important part in moving it ahead. 

Representative HinsHaw. That is true. 

Representative Hottrmetp. And the argument of my friend does not 
pertain to the issue involved, because we had to build buildings and we 
had to buy machinery and we had to contract for materials with that 
$12 billion in order to advance the technology as far as it has been 
advanced. 

Now, the fact that it has had dual benefits in the form of military 
and peacetime benefits does not detract one from the other, and it 
would be very hard to draw the line as to the development of tech- 
nology for military weapons, which is also transferable and usable in 
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the peacetime benefits which we expect. So the fact still remains that 
there is an investment of the people’s money and that the people are 
entitled to all the benefits, both military and peacetime. 

Chairman Core. How did they get that benefit except by having 
complete unrestricted access to the information, which you don’t want 
them to have. 

Mr. Tirrtman. Are you speaking to me, sir; or to your colleague 
from California? You were looking at me, and I think you meant 
him. 

Representative Houtrrevp. I will be glad to take the witness chair on 
that point if the Chairman wants me to. 

Mr. Trrtman. Shall I resume, sir? 

Chairman Coreg. Proceed. 

Mr. Trnuman. At any rate, this is a project conceived and executed 
up to this point by the Government of the United States for the benefit 
of its citizens. 

With research and development brought to this stage, what legisla- 
tion in the public interest is here proposed? The bill before you pro- 
poses to change existing law so as to permit the acquisition of patent 
rights in the atomic energy field, restricted only by a right of requisi- 
tion by the United States in cases affecting atomic weapons and a right 
of use for research. 

To these changes in the law the American Public Power Associa- 
tion is directly opposed, upon several grounds. 

Let us consider first the “profound changes in our way of life” 
anticipated in section 1 of the Atomic Energy Act. We believe that 
this bill unnecessarily and improperly makes it possible that the 
holders of one or more patents shall decide, without restraint, whether 
or not profoundly beneficial changes should be permitted in our way 
of life and, if so. at what price. 

Now, as another digression, and in response to the question sug- 
gested by Congressman Hinshaw of California, there is raised a point 
which had not occurred to me. 

In considering the matter, the first thing that a patent is, I believe 
by definition of the United States Supreme Court, and I am para- 
phrasing as best I can from memory away back; a patent is a right to 
prohibit others from doing that which the patent does in the manner 
in which it is there done. Now, I was going to suggest that as to 
this profound change in our way of life, as an extreme case, as a 
ridiculously extreme case, by law any man who was able to make an 
extremely low cost nuclear fuel reactor electrical generation might 
simply choose not to manufacture and choose to allow no one to 
manufacture. Now, bear in mind that I am doing this fairly free- 
hand, Congressman Hinshaw. I will offer as a clue to this the sug- 
gestion that some one from another country, the possibility that 
someone from another country, under the patent convention, which I 
know not at all, had a right under the ordinary patent laws to file 
his patent in this country and simply decline to use it and decline to 
license it. Whether he can do that, I do not know. 

Representative Hoxirmip. May I enlighten the witness on that? 
We have certain agreements with foreign countries in which we re- 
spect their rights and they respect our rights on patening—with 
some countries. But with other countries we do not have those patent 
agreements. And wherever we do not have those patent agreements, 
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they can copy or infringe to the fullest extent of their technical ability 
every patent that we have in the United States, or in other countries 
with which we have those patent agreements. 

Mr. TittmaAN. In conclusion on that point, I want to say that I 
believe that anyone getting the basic patent on the economical method 
of using nuclear’ fuel would have, under the law as it stands, the 
right to refrain from using it himself and to refuse to license anyone 
to use it, if there were some advantage accruing to him in so doing. 
And bear in mind that I did not propose to make any such point, so 
I have not verified that. 

Chairman Cote. That is the same with the can opener. It isn’t as 
profound. 

Mr. Tittman. But I am using congressional language. It is not to 
be anticipated that a can opener will profoundly change our way of 
life. 

Representative Hinsuaw. Oh, sir, I think the can opener has pro- 
foundly changed our way of life. 

Mr. Tutman. I stand corrected. I think I was decoyed there. 

Chairman Core. But do you know what would happen if that 
should develop? If a man should conceive of something basic, fun- 
damental, to make this energy, atomic energy, possible, to generate 
electrictity at 5 mills per kilowat instead of 7 or 8 or 10, a mere frac- 
tion, and he refused to let anybody use it, do you know what would 
happen, depending upon the degree of importance of it? The Con- 
gress, at its next session, would pass a law authorizing the Com- 
mission to condemn that patent and pay the man and make it avail- 
able to public use, wouldn’t it, if it is that important to the public 
interest? Of course. You don’t mean to say that one man is going 
to stand in the way of the public interest ? 

Mr. Tiritman. This, again, is nothing that I had intended to say, 
<“ I may be quite wrong in saying it. “But have you ever considered 

r looked into the prices at which indis spensable proprietary drugs 
sell Do you know whether you are paying a reasonable price? 
Have you ever bought antibiotics at a dollar and a half a pill in your 
family in groups of 16% I don’t know whether that was a fair price 
or not. I know the earnings of the patentee went, for illustration, in 
2 years from $27 million to $83 million, in years when the additional 
growth of the gross was reflected to very few companies in a similar 
degree in net. 

Chairman Coz. The only reaction to the story you are telling us 
is that I am sorry I wasn’t the patentee. 

Mr. Tuuman. Then, assuming the fact that you got held up by the 
man with the nuclear fission patent, why, am I to suppose that you will 
not rush out and say, “I am sorry I didn’t get the patent myself.” 

As a general thing, I am in favor of it unregulated. 

Chairman Core. Even if it is an antibiotic and somebody makes 
millions? 

Mr. Trtitman. I will say that at that time—we are making this in- 
tensely personal now—lI had bought courses of these drugs and was 
happy to buy them, for two members of my family. And they were 
successful. And I was pleased with them. 

Chairman Cote. You got your money’s worth? 
Mr. Tuuman. Yes. 
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Representative Hinsoaw. You were glad that they were dis- 
covered ¢ 

Mr. Truman. Yes, I was glad. The discoverer, by the way, Dr. 
Fleming, who discovered the basic patent, as the United States has 
discovered this, discovered that these drugs, antibiotics, his penicillin, 
came from a particular mold. All the others were just other molds. 
But sitting at the breakfast table going over these rather large expen- 
ditures for a public servant, I read a report of the earnings of the own- 
ing company, which attributed its terrific increase in net. to just that 
fact. I refer to these pills which I had just bought. So I noticed 
what a monopoly can do. 

Representative Hotirietp. The gentleman, as long as he has brought 
up this field, is no doubt familiar with the agreements in the aspirin 
field ¢ 

Mr. Truman. I am not. 

Representative Hotirtretp. And in the quinine field between I. G. 
Farbenindustries and the Winthrop Chemical Co. and others in the 
United States, in which they completely took away from the American 
market the natural quinine by furnishing us with artificially produced 
quinine, and then when the war came on the German source that con- 
trolled it shut it off, and thousands of our boys died in the South 
Pacific because they couldn’t get quinine, because it had been denied 
to the United States under patent agreements. If the gentleman 
isn’t aware of that, I will be glad to furnish him the information. 

Chairman Cots. You, Mr. Tillman, interrupted yourself at the bot- 
tom of page 2 of your statement. 

Mr. 'Truiman. Yes. 

Again, we believe that when—and we believe that it is when and 
not if—electric energy from atomic fuel is available at less than the 
present-day costs for conventional generation of electricity, the people 
of the United States will have paid, in taxes, the overwhelming bulk 
of the research and development expense to achieve this end. It seems 
to us manifestly. unjust that the price at which this energy is made 
available to the people should be left to the absolute discretion of any 
person, or corporation, or group, holding a monopoly through owner- 
ship of one or more patents, and we believe this to be true, even though 
the holder of the patent shall have made a definite contribution in in- 
genuity and financial expenditures for research and development. 

Upon this question of monopoly, we sincerely believe that the pro- 
posed bill would afford opportunity for the creation of a monopoly 
on a scale never before known in America. 

In the matter of fuel costs alone, there is sufficient leverage to give 
clear warning of such a possibility. 

In plants of the breeder reactor type, the fuel cost is less than one- 
half of 1 percent, 0.5 percent, of the fuel cost in a present day plant 
using conventional fuels. In other words, in the matter of fuel costs, 
the ratio is a cost of one for the nuclear plant as against a cost of 200 
for a conventional plant. 

All other things being equal, it is obvious that no conventional pow- 
erplant could possibly compete with a nuclear fuel plant—and all 
other things may be ultimately not only equal, but may be, in fact, 
favorable to the nuclear fuel piant. 

We believe that the holder of a basic patent enabling him to bring 
costs other than fuel to a level comparable with those of a conven- 
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tional plant could dominate and monopolize the electric utility indus- 
try in the United States. 

‘In conclusion upon this point, I wish to make it perfectly clear that, 
in opposing the grant of monopoly through patent rights, the Amer- 
ican Public Power Association does not oppose the grant of just or 
even generous compensation for the contribution which any discovery 
or invention may make to the atomic energy program. Royalties at 
such a level as to provide definite incentive we do not oppose; patent 
monopoly Ww edo op pose. 

Chairman Corr. Excuseme. In this particular field? 

Mr. Trntman. Yes. 

Chairman Corr. In general, you don’t? 

Mr. Titman. I beg your pardon ? 

Chairman Corr. This was implicit in your statement. 

Mr. Tiritman. Yes, it was. 

Representative Durnam. Well, that is the point. When you grant 
a 17-year patent, how do you make that general statement? You are 
in favor of the present 17-year system of patents, according to your 
own statement there. 

Mr. Trtiman. I did not say I was in favor of it, sir. 

Representative Duruam. “Royalties at such a level as to provide 
definite incentive we do not oppose.” 

All right. Under the present 17-year system, a royalty is received 
by the individual, of course. 

Mr. Tititman. Not “of course,” at all, sir. He may select certain 
licensees. The fact that he gets royalties we have no complaint about 
whatever. It is the fact that as to the unrestricted unregulated pat- 
ent. He decides himself whether to exercise the patent at all, who to 
license if any, and what price to charge for it, unregulated. 

Now, our point here is that we do not like that unregulated mo- 
nopoly granted by that patent in this field. 

Representative Hoxiirretp. In other words, he has the right to ex- 
clude use or restrict use on his own terms ? 

Mr. Tittman. Well, there you are getting in a little deep. In other 
words, he cannot restrict use in one sense of the word. You have to be 
very careful, because you get into the antitrust field. He can use it 
himself, but as one of the common illustrations he cannot say, “You 
may use my patented appliance only if you use it on a named diesel 
locomotive.” You can’t limit use. You can fix the price. You can 
limit your licensees. You can totally limit them if you want, to none. 
But you can’t get to wandering out into the fields of indirect restric- 
tions and things of that sort. 

Representative Ho.irievp. Wait just a moment. 

Mr. Trttman. You probably have better patent lawyers working 
for you than I have. 

Representative Horirrecp. No; unfortunately, I don’t have, and I 
am not an attorney. But I call to your attention the fact that IBM, 
for instance, leases machines, and they lease those machines to the 
people in certain areas that they want to lease them to, and if their 
production is not capable of taking care of other people they just 
don’t get around to letting other people have it; and I also call to your 
attention the fact of a franchise—a trade franchise in any given area 
to sell the Buick automobile, for instance. The company can give 
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a franchise to a certain area and they can withhold granting fran- 
chises to other people in that area on the Buick automobile. So 
where you have the right to grant licenses and franchises, you have 
the right to exclude others from those fr anchises and licenses. 

Representative Durnam. He says he is in favor of royalties at such 
a level. The question is as to what level you are going to begin at. 
That is very indefinite. A man might charge me an attorney’ s fee. 
He might charge me $3,000 when I didn’t feel it was worth over "$1,500, 
but still I would have to pay it. 

Senator Pasrore. I wasnt’ here. I didn’t have the advantage of the 
first part of your statement and the colloquy that transpired. 

Would you say that this idea of cross-licensing would correct any 
objections that you have to it? 

Mr. Tiriman. The provisions of the present bill in a substantial 
degree involve cross-licensing or just plain licensing—universal 
licensing. 

Senator Pastore. No; I am talking about inventions or discoveries. 

Mr. Truman. By “the present bill,” I mean the law as it now 
stands. 

Chairman Cotz. How do you get around licensing something that is 
prohibited ? 

Mr. Titman. In the present licensing in the fields where it is per- 
mitted, in the industrial field, where they are found to be affected with 
the. public interest, they in effect cross-license them. In the existing 
law, I should say 

Senator Pastore. You haven’t answered my question. 

If we did insert that kind of a provision in this bill, would that 
overcome the objections that you stated ¢ 

Mr. Tirtuman. So far as I am concerned, I should prefer no patent. 
But I believe that on behalf of the organization probably the members 
would be reasonably satisfied with a controlled cross-licensing 
provision. 

Senator Pastore. I didn’t mean you to bind them. I just was ask- 
ing for your profession: ul opinion, if you felt that a system of cross- 
licensing i in the bill would cure the objections that you have raised. 

Mr. Tittman. I believe it would cure the ones that have been raised 
so far. The next one I do not believe that it would cure. 

Senator Pastore. Well, let’s hear that one. 

Mr. Tittman. That one comes from Eisenhower through me. That 
is stated here. 

Another consideration which, standing alone, should cause this com- 
mittee to ao the patent provisions contained in this bill is empha- 
sized in the President’s message of February 17, 1954, which says, in 
part—and this has been raised here many times: 

Until industrial participation in the utilization of atomic energy acquires a 
broader base, considerations of fairness require some mechanism to assure that 
the limited number of companies, which as Government contractors now have 
access to the program, cannot build a patent monopoly which would exclude 
others desiring to enter the field. 

You will note that the President does not say that such a mechanism 
is desirable—he says that the situation is such as to “require” it. You 
will also note that he says that it is considerations of “fairness” which 
impose this requirement. 
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The truth and the commonsense of the President’s appeal to the 
elementary sense of fair play is so obvious as to prohibit any elabora- 
tion. However, I do wish to point out specifically that the provision 
of this bill is precisely contrary to the President’s recommendation 
upon this point. 

In conclusion, it is recommended that the following provision of the 
Atomic Energy Act of 1946 as it now exists be retained and be not 
amended : 

(1) Section 1 (a) making findings and a declaration of policy, 
notably “strengthening free ‘competition in private enterprise” ; 

(2) Section 7 (c) providing for the encouragement of the wide- 
spread use of special material by licensees, and opposing the growth 
of monopoly ; 

(3) All provisions treating of patent rights. 

Chairman Core. Are there any questions from members of the 
committee ? 

Representative Hrnsuaw. I would like to question the authority for 
the statement that the comparative cost between atomic fuels and con- 
ventional fuels is on the basis of 1 for nuclear against 200 for the 
conventional. 

Mr. Titman. Well, unhappily, the physical evidence as to my 
base has disappeared. One base is Mr. W. H. Zinn, who is, I believe, 
head of Argonne Laboratories for the Atomic Energy Commission. 
I did not hear this from Mr. Zinn. I heard it at second hand, from 
Mr. Weinberg, who is, I believe, connected with Oak Ridge. And 
the figure he did not state this way. The figure he gave was, quoting 
Zinn, that the range was for different types of reactors, for the lowest 
one, the breeder reactor, thirteen one-thousandths of a mill, 0.0013. 

Now, as to the price of conventional fuels, I relied on Mr. Morris. 
They range from 2 to 3 mills, and if you will multiply thirteen one- 
thousandths by 200, you get 2.6. And ‘I think there can be no question 
about it. And I accept Mr. Zinn’s figures without question. 

Do you have a copy of Mr. Weinberg’s paper? I had one but Mr. 
Morris took it with him. I rather anticipated someone might inquire 
into that. 

Representative Hotirretp. Of course, you realize this is a theory 
that is spoken of and not a reality at the present time. 

Mr. Truman. It is a reality so far as the price of fuel is concerned. 
It is merely what we can do with it that is in the realm of theory. 
What you can do with it at the present time is so expensive that the 
other costs more than overmatch the low fuel cost. 

Representative Hinsuaw. Now, Mr. Tillman, that is a hoped for 
possible anticipation 25 or 30 years from now that is being quoted. 

Mr. Trximan. Of the fuel cost ? 

Representative HinsHaw. Why, certainly. There is no such 
thought at the present time. 

Mr. TrtitMan. It is not now functioning as a fuel, but the fuel is 
there. 

Representative Hinsuaw. I can’t conceive of any such rate on any 
proposed reactor. 

Mr. Truman. I will back gracefully away from this and refer 
you to Mr. Zinn and Mr. Weinberg. 
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Representative Hinsuaw. We have had Mr. Zinn and Mr. Weinberg 
before us discussing this program, and they are struggling now to get 
within 10 times more than the conventional fuel costs. 

Mr. TiruMan. That is for the end product, sir. The total genera- 
tion of electricity. That is true. But I believe that at the base point, 
fuel, the fuel is there, and the only trouble is that the equipment which 

can use it cheaply is not available. The equipment that can use it 
at all is extremely expensive. 

Representative Hinsuaw. The equipment that can use it has not 
been designed, has not even been thought of. It is a hope and a fond 
gleam in somebody’s eye, but that is all they know. 

Mr. Trritman. But, sir, if the generator had not yet been designed, 
I would not be wrong to say that the fuel cost at so much a barrel of 
oil—the oil is there, but we just don’t have a cheap generator for it. 
The fuel cost is a dollar a barrel, let us say 1 mill a kilowatt-hour, if 
you can get it toa generator. But if the intermediate steps were difli- 
cult in burning fuel oil, that would be the upshot. We know how 
much B. t. u.’s we have in the oil, and we know the characteristics of a 
generator, but the heat transfer is a hopelessly expensive job. 

Now, I would not be wrong to say that I know that the fuel cost 
of oil is so much per kilowatt-hour, because we can calculate it, even 
though we have never burned a drop of it. 

Representative Hinsuaw. Well, we know that it costs to get ura- 
nium out. And if you could take all of the energy that is in uranium 
out of it in one shot without any reprocessing, and so forth, you prob- 
ably would be right. But nobody has conceived of the possibility of 
any way of doing it. 

Mr. Tittman. I believe the fuel-cost figure is present and accurate, 
and I was accepting the rest of it, that if some genius can just bring 
up other operating conditions comparable—but, if your work is suc- 
cessful, and we do reach that point, then that would be the situation, 
that you were trying to compete on a ratio of 200 to 1, which obviously 
is not competition. You are at the mercy of getting a license at his 
price from a patent holder, if there be such a patent holder. 

Representative Durnam. That statement is based on the fact that 
1 pound of uranium in tern B. t. u.’s is equal to 214 million 
pounds of coal with a B. t. u. of 15,000. 

Mr. Tuuman. Well, Mr ‘Zinn quotes totally different figures for 
different types of reactors, ranging from 7 mills down to thirteen 
one-thousandths The range was that far. I am very, very sorry I 
don’t have the paper here. But I rely utterly on that and not on my 
own judgment, I assure you. 

Chairman Corx. Mr. Radin, do you have a statement to submit ? 

Mr. Raprn. No, sir; I do not. 

Representative Hinsnaw. Well, I think your thought is very inter- 
esting, and we all hope that el we may arrive at that figure. If 
we can arrive at as low as 1.3 cents for the fuel cost in any reactor 
that we are now building or contemph iting, we will be doing pretty 
well. 

Mr. Hiuman. Oh, yes. That may very well be. 

Representative HrNsnaw. And then we will strive for 1.3 mills. 
And we will move the decimal point down as fast as we can. But 
my goodness, with the decimal point where you have placed it in there, 
it makes the fuel cost nothing whatsoever. 
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Mr. Truman. I know, sir. That is why it would be such a vital 
monopoly, if that were the case. 

Representative HtnsHaw. We have Mr. Weinberg’s testimony of 
last summer, in which he said— 

The notion that development work has progressed to a point where we can 
say with absolute certainty that nuclear fuel is inexpensive is unwarranted, 
in my opinion, 

Mr. Truman. That is perhaps the reason why in his paper he 
quoted Mr. Zinn. I do not know. 

Representative Htnsuaw. We will get Dr. Zinn, if you want. Be- 

cause we have had them all up here before us in the Subcommittee on 
Research and Development, to which the chairman has appointed me 
as chairman, and I can assure you that there is no thought in the mind 
of any scientist in the world that any such thing might be accomplished 
in the near future. 

Mr. Turitman. We are legislating not against certainties, and many 
of the laws that you pass hedge against a danger to the country which 
is not a certainty but is a bare possibility. 

Representative H1nsHaw. How long would you make this condi- 
tion last in the patent field ? 

Mr. Titman. That is a good question, sir. 

Representative Hinsuaw. Five years? Ten years? A hundred 
years? Forever? 

Mr. Trurman. I will put it this way. The minimum point to my 
mind would be the point at which two things had occurred. And it is 
not a point in time; it is a point in progress. The two things that must 
have occurred : First, that it was down to at least the competitive level 
with conventional fuels. 

Representative Hinsuaw. That is 2 mills per kilowatt. 

Mr. TithMAN. Two and a half probably would be closer. That vi- 
cinity, anyway. 

Representative Horry. Would you modify that to take into con- 
sideration the high cost areas and not the lowest costs in the country, 
sir? There are areas in our country where the cost goes much higher 
than that, and therefore it would become competitive much quicker 
than when it got to that point. 

Mr. Turman. No, I think that at the point where it was competi- 
tive at all—I am stating merely a minimum. 

Representative Hortrretp. Suppose it were competitive in the Ten- 
nessee Valley but not competitive in New England. The cost of power 
production in New England is much higher than it is, we will say, 
in the Tennessee Valley or in the Northwest. 

Mr. Titian. I was stating it fuel for fuel. 

Now, in the hydroelectric areas, obviously, there is nothing in com- 
mon there at all. It is just fuel for fuel. And that was stated by me 
as a minimum. 

And the second qualification, as a minimum, would be the one the 
President suggests, when there is, in fact, and not at some time, a 
sufficiently broad base of industrial participation in the program, 
so that people start, the majority of them start, somewhat even. 

So when those two factors come true, patents might well be permit- 
ted although the patents per se and the monopoly are undesirable. 
They are permitted only for the advantage they give in stimulatiig 
ingenuity. 
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Chairman Cote. Mr. Tillman, why do you say, quoting your state- 
ment, “The truth and common sense of the President’s appeal to the 
elementary sense of fair play is so obvious as to prohibit any elabora- 
tion?” You don’t mean to infer, I hope, that anybody who might dis- 
agree with the President’s statement, which has been reflected in an 
expression proposing cross licensing, is therefore devoid of common 
sense or a sense of fair play? 

Mr. Truman. No, sir. 

Chairman Core. Thank you. 

Representative Hinsuaw. May I quote Mr. Zinn, Mr. Chairman, on 
that ? 

Chairman Coxe. If you cite page and date. 

Representative Hinsuaw. The date, 1953, atomic power develop- 
ment and private enterprise hearings before the joint committee, 
page 221. 

Mr. Tittman. That isa long time ago in this field. 

Representative Hinsuaw. At the end of the page: 

In the event that it is possible to design the reactor in such a way that the 
amount of plutonium generated for instance is only very slightly less than the 
U-235 burned, or if it is actually more than the U-—235 burned, it is possible, by 
including chemical purification steps in the cycle, to consume a large fraction of 
the more abundant isotope U-238. This is a breeder reactor. 

Now, I would like to call your attention to the fact that he begins 
that paragraph by saying: 


In the event that it is possible to design the reactor in such a way— 
He goes on to say that— 


any concern about the adequacy of the uranium supply is removed once such 
operation is achieved. The fuel cost, however, has been increased by the addi- 
tion of the cost of chemical purification steps. The successful realization of the 
breeder cycle is a highly desirable long-term goal. It is more difficult econom- 
ically, because in addition to the necessity of achieving a first cost for the fuel 
which is acceptable, the recurring chemical purification must also be brought to 
an acceptable cost. 

Now that isa very long term goal which we are striving toward, 
working toward, spending a lot of money to find out about. But it is 
one of those things that you have to look at as a future possibility, 
not a probability. 

Chairman Cotz. Thank you very much, Mr. Tillman. 

We will adjourn, to reconvene at 2 o’clock, when we will hear the 
witnesses who have been scheduled to appear. 

(Whereupon, at 12:45 p. m., a recess was taken until 2 p. m., this 
same day.) 


AFTER RECESS 


fom hearing reconvened at 2 p. m.) 
hairman Core. The meeting will come to order. 

The committee is meeting for a continuation of the hearings on 
the companion bills guneraliy amending the existing atomic energy 
law. 

The first witness for this afternoon is Mr. Menke, president of 
Nuclear Development Associates, Inc. Mr. Menke, will you come 
forward, and do you have statements for each of us? 
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STATEMENT OF JOHN R. MENKE, PRESIDENT OF NUCLEAR DEVEL- 
OPMENT ASSOCIATES, INC., WHITE PLAINS, N. Y. 


Mr. Menge. I have given statements to the committee. 

Mr. Chairman and members of the Joint Committee on Atomic 
Energy, it is a very high privilege to participate with you in this 
working of our democracy. 

I am president of Nuclear Development Associates, Inc., which we 
call NDA. Today is the sixth anniversary of the founding of NDA. 

I am an advocate of changing the present law now. I believe that 
the amendment presented as H. R. 8862 goes very far toward achieving 
the nationally important goal of economic, competitive nuclear power 
and the equally important goal of an enlightened policy toward our 
friends in other countries. 

Chairman Coxe. I think before making your statement it would 
be of interest to us in the committee and for the record to indicate 
who you are other than your name, and what is the association, the 
nature of it, and the purposes, of which you are president, if you 
would, please. 

Mr. Menke. I would be very pleased to do that. I am president 
of a private enterprise, Nuclear Development Associates, Inc., called 
NDA, which is in the business of doing engineering and development 
of nuclear reactors, and other advanced engineering problems. It is 
6 years old today. And it is, I believe, the senior independent nuclear 
engineering company in the country. 

Chairman Corr. Measured by what standards? 

Mr. Menke. Age. 

Chairman Core. Age of the company, or age of the incumbents? 

Mr. Menke. The company is 6 years old, and that is older than 
any other independent nuclear engineering company. It is the first 
one started in the country, and also the accumulated reactor experi- 
ence of its members, I believe, might compare favorably with any 
other. 

Chairman Cote. It is a business corporation? 

Mr. Menke. Private enterprise, yes, a corporation in the State of 
New York. 

Chairman Corr. Organized for private profit? 

Mr. Menke. Yes, in the State of New York, on May 12. 

Chairman Corz. How many stockholders have you? 

Mr. Menke. I believe it is 20. 

Chairman Corr. What is the purpose of the corporation? 

Mr. Menke. To do engineering in the nuclear energy field, to design 
reactors and to build them for private industry, for the military 
services, and for whomever else it would be honest to do so. 

Chairman Corse. Did you organize the company ? 

Mr. Menke. I did. 

Chairman Core. And you have been president from the beginning ? 

Mr. Menke. Yes, I have. 

Chairman Coir. Now that we know who you are, you may proceed. 

Representative Price. How much business have you had in that 
field ¢ 

Mr. Menxe. Our present or current rate of doing business is ap- 
proximately $1 million a year. We have grown very rapidly. Our 
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first year’s business was very much smaller than that. I don’t know 
what our total business over the 6 years has been, but I can look that 
up for you, if you like. 

Representative Price. Has your business been with the Commission 
or private industry ¢ 

Mr. Menxe. Our business has been with the Commission, the mili- 
tary services, and private industry. 

Representative Price. What would be the percentage of business 
with the different groups that you have been dealing with? 

Mr. Menxe. If you were to lump the Government all in one, I be- 
lieve it would represent approximately 60 percent of our business. 
We are, for instance, nuclear engineers to the Dow-Chemical-Detroit 
Edison Industrial Study Group. That is an example of our private 
business. 

Representative Price. Are you considered an associate with that 
group or just under contract ? 

Mr. Menxe. We are paid for our services; we do not contribute our 
work to the group. 

I am a professional engineer, licensed in New York State and 
Massachusetts, and I am not a lawyer. 

Chairman Core. If there are no further questions about yourself, 
and your background, and the company you represent, you may pro- 
ceed with your statement. 

Mr. Menke. I believe the amendment presented as H. R. 8862 goes 
very far toward achieving the nationally important goal of economic, 
competitive nuclear power and the equally important goal of an en- 
lightened policy toward our friends in other countries. I feel confi- 
dent that we are still learning much about this new force in our 
world—and that this occasion will not be the last time that we will 
reexamine and amend the law. 

I have three suggestions of which the first and second are more 
important. 

Chairman Corr. This is not in your statement, is it? 

Mr. Menke. Yes; this part is. I will interpolate a few remarks in 
my statement, sir. 

Chairman Corr. Well, you made a statement which I judge is not in 
your prepared statement to the effect that you have 3 recommenda- 
tions, 2 of which are not important, and 1 of which is, that is my 
recolletcion. 

Mr. Menke. No; I said the first and second are more important, 
two of which are more important than the other. 

Chairman Corr. Was that in your first statement ? 

Mr. Menke. No. I just said it. 

To begin with, I would work very hard to forward the purposes 
of the President’s United Nations speech—in spite of, and ignoring 
any lack of cooperation by the Soviet Union. The initiative is ours and 
must be grasped while it is timely. 

I feel we must make the friendly and peaceful aspects of the atom 
work as hard for us here and abroad as the deterrent aspects of it. 

In this respect I would offer a small suggestion, as an addition to 
section 123 or 144, a sentence authorizing the Commission to issue 
licenses to qualified persons to supply goods and services to further the 
purposes of an agreement entered into in accordance with section 123, 


subject to appropriate rules and regulations. 
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It might interest the members that we have had at NDA inquiries 
from Italy, Belgium, Switzerland, and Brazil. 

Representative Van Zanpr. Did you say inquiries? 

Mr. Menke. Yes; some of them very serious. None of them have 
been accepted by my firm. 

Representative Van Zanpr. What was the principal request ? 

Mr. Menxe. To work with them on the engineering and design of 
nuclear reactors. 

My second suggestion is my main concern now is to help to build a 
strong domestic industry as a supplier of fissionable materials and 
power. You can see that I am a proponent of dual- purpose plants 
to increase our national strength, both militarily and economically. I 
am in very strong disagreement ‘with the notion that there is a know- 
able point of sufficient ‘production of fissionable materials. 

Just the uses which we don’t even imagine today will, I am confi- 
dent, use more material than is currently planned. 

In this respected I would like to mention that the testimony in your 
previous hearings of Edward:Teller were, I think, to the same point. 
I will come to them again. 

In this connection I have read the testimonies of Dr. E. P. Wigner 
(pp. 317-321), Dr. E. Teller (pp. 632-635), and Adm. L. L. Strauss 
(pp. 562-567) in your previous hearings. I oe that you will find all 
of their testimony takes exception to an AEC policy which would aim 
at plants “economically independent of Government commitments to 
purchase weapons-grade plutonium.” 

I would therefore suggest to you another look at sections 52 and 107 
of the proposed new law. I would recommend a change from the 
phrasing for “just compensation” to “The Commission shall deter- 
mine and pay a fair, riondiscriminatory”—I mean nondiscriminatory 
as between suppliers—“price to any person who lawfully produces any 
special material in the course of private sly financed activities.” 

That is a fair price rather than just compensation. Also, in accord- 
ance with Dr. Teller’s suggestion,’ I would recommend adding a sen- 
tence: “The Commission is authorized to establish guaranteed prices 
for all special materials delivered to it within a specified time.” That 
is a sentence similar to that giving a similar authorization to the buy- 
ing of ordinary and natural uranium. 

Such a policy would, I believe, have as great a success as the similar 
policy on mining uranium in this countr y has had. The maximum cost 
would be known and definite and small when compared with that for 
equivalent production facilities. The capital costs would be put up 
by the public investor rather than the public taxpayer 

To implement this policy further, I would add the word “nondis- 
criminatory” in front of the words “fair price” in section 54. 





1 Atomic Power Development and Private Enterprise, U. S. Government Printing Office, 
86704, p. 634: “It would seem to me reasonable to stimulate the construction of power- 
producing reactors by guaranteeing a price at which the Government will buy the militarily 
useful byproducts, This price should, of course, be set lower than the price at which the 
Atomic Energy Commission is producing fissionable materials at the present time. It 
probably will be necessary to set a limit to the amount of fissionable material which the 

overnment is prepared to purchase and also to set a limit to the time during which such 
purchases will be made at the fixed price. Nevertheless, it seems probable that if a fair 
is guaranteed for a period like 5 or 10 years, this will be an effective stimulant to the 

ation’s atomic-power industry. This industry is likely to become a factor in national 
defense which may not be second even to the steel or aircraft industries.” 


















































218 AMEND ATOMIC ENERGY ACT OF 1946 


Because of the Commission’s effective present monopoly in uranium 
in this country, I would add a section 69 to chapter 7, “Source mate- 
rial,” permitting sale me the Commission of uranium and thorium 
similarly to section 54. I don’t think that I need to read it and take 
your time. It is exactly symmetric to the sale of special material. 

Chairman Cote. We have lots of time and your reading it will not 
take over 30 seconds. 

Mr. Menke. All right, sir. 


CHAPTER 7. SOURCE MATERIAL 


Sec. 69. The Commission is authorized to distribute source materials with or 
without charge to applicants requesting such material (A) for the conduct of 
research or development activities either independently or under contract or 
other arrangement with the Commission, (B) for use in medical therapy, or (C) 
for use pursuant to a license issued under the authority of section 103, for which 
last use the Commission shall determine and charge a nondiscriminatory, fair 
price for each such source material. 

Chairman Cotz. Is it your belief that the proposed bill prohibits 
that from being done? 

Mr. Menxe. No; it doesn’t. I just believe it would be worthwhile 
to state it overtly. 

This completes my three prepared suggestions. I would like to 
speak a moment about patents, and these are not in my prepared 
suggestions. 

I think it is important to recognize that the improvements in the 
patent section of the present law. operate in my opinion very much 
to aid the position of a small company in a field in which there are 
a great many very large companies. 

The growth of a small company is dependent on many things. It 
is equal i in its competence to that of great companies, but not equal in 
its capital, and it is only competence ‘that delivers one a useful patent. 

Representative Hourrrevp. I think for purposes of clarification, you 
used the term in the present law. Now did you not refer to the bill 
before us for consideration, and not the present law? 

Mr. Menke. I believe I did. 

Representative Hoxirretp. I thought that you meant the bill that 
we are considering. 

Mr. Menxe. I would advocate the patent provisions of the bill 
which you are considering, as an improvement over the patent pro- 
visions of the present law. 

This I believe will foster the growth of many new companies in a 
competitive industry. Taking my suggestions together, I think that 
such a policy for growth here would provide diverse and competitive 
efforts of classical value to this free country. It would require that 
competitive industry take the initiative, using the excellent start made 
by the national laboratories. Together with more friendliness abroad, 
it would help with the blessing of God, we may pray, to keep this 
country free. 

That is the end of my prepared statement. 

Chairman Corr. Thank you. 

Are there questions from any members of the committee? Do any 
members of the committee have any questions? 

Representative Dunnam, Are you satisfied with the patent protec- 
tion of this provision of the act as written ? 
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Mr. Menxe. I am satisfied with the patent provisions of the new 
bill proposed, H. R. 8862 

Representative iene That is what I had reference to. 

Mr. Menke. Yes; I am. 

Chairman Cote. Let me compliment you, Mr. Menke, on at least 
1 or 2 expressions of thought that you have made. 

The first one was where you say or you express your feeling that 
you would work very hard to forward the purposes of the President’s 
United Nations speech in spite of an ignoring lack of cooperation by 
the Soviet Union. 

That is a sentiment with which at least I subscribe completely. 
And it is because of that sentiment that some of us have taken the 
initiative to fabricate this proposed bill in such a fashion as to make 
possible the implementation of the President’s United Nations pro- 
posal, ‘ather than to delay until more specifics are presented to the 
Congress on this-subject. 

The other is your very realistic views of the future with respect 
to the need of atomic energy and atomic sources, where you say, on 
page 2 of your statement : 

Just the uses which we don’t even imagine today will, I am confident, use 
more material than is currently planned. 

It is obvious from that statement, probably because of your associa- 
tion with the atomis-energy field, and your activity in the atomic- 
energy field, that equips you to visualize possibilities of this energy 
that had never even been dreamed by you or Dr. Teller or anybody else. 

Would you please, for a moment, express your thoughts of the 
consequences of a provision in the law which would require compul- 
sory licensing in the atomic energy field for a period of the next 5 to 10 
years? 

Mr. Menke. I can give you my opinion; I am not at all sure that it 
is a very well- informed opinion. 

Chairman Corr. I can assure you it is just as good as mine, and it is 
your opinion that I am seeking, and nothing else. 

Mr. Menke. I believe that compulsory lice nsing will operate to the 
disadvantage of my small company and to the advantage of larger 
companies. I can afford to spend fewer lawyer dollars than a large 
company can; I can afford to do less compulsory licensing my way 
than others can afford to require compulsory licensing their way. 

Chairman Coir. Have you any further comment on it? 

Mr. Menke. I do not. I believe it would operate against relatively 
smaller companies. 

Chairman Cotz. I did not hear the last part of your answer. 

Mr. Menke. I believe the operation of compulsory licensing would 
harm a smaller company trying to grow. 

Chairman Cots. Thank you. 

Are there questions now ? 

Representative Price. I would like to pursue that a little further 
How would you feel that it would harm a smaller company, as com- 
pared to a larger company, on the compulsory cross-licensing phase 
of it? 

Mr. Menxe. The advantage which a small company might take of 
its equal competence with a large company would be lost to it: A 
patent comes as readily to an intelligent group in a small company as 
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it does to an intelligent group in a large company. We can use that 
position to grow. 

If we are under ac ompulsory licensing system, we are then equalized 
in our patent abilities in a manner which would not permit us to 
equalize our discrepant capital position. 

Representative Horrrretp. You are aware that some 606 patents 
have been made available to people like yourself by the Atomic Energy 
Commission as a result of the Government advancement of technology, 
are you not? 

Mr. Menxe. Yes, I am. 

Representative Horirrety. Do you think you as a small company 
would be in the position you are today if you had not had access to 
that 606 pieces of patentable information? 

Mr. Menke. I believe there has been a very large advantage to have 
it. Tomy knowledge we have never used one of those patents. 

Representative Hotirretp. But in the access to knowledge, the wide 
access to knowledge, you do recognize an advantage, I suppose? 

Mr. Menxe. An advantage to all, yes. 

Representative Horirretp. And would you say that some of these 
companies that have had participating experience of several years in 
the field of reactor construction and operation should be allowed now 
to step out and get restrictive patents which would preclude small 
firms like yours from having access to the latest technology ? 

Mr. Menxe. I don’t believe, sir, they could. 

Representative Houtrretp. You don’t? 

Mr. Menke. No. 

Representative Horrrrerp. Do you think if this patent section is 
thrown wide open, there will be any patents filed by the big companies 
that have had this experience ? 

Mr. Menke. I believe we will file with anybody and we will com- 
pete. 

Representative Hoxtrrevp. I certainly admire your confidence in 
your own company. 

Mr. Menke. I believe our contributions in the field have been equal. 

Representative Honirretp. You feel that your contributions in this 
field have been equal to any other organization ? 

Mr. Menke. Yes, sir. 

Representative Horirrerp. And you have done that notwithstand- 
ing, or you have achieved that comparative eminence without having 
aecess to patents, have you not? I mean having access to the right 
to patent—that is what I mean. 

Mr. Menke. We have had access to the right to patent. And we 
have 1 issued patent and 1 patent application. Neither one of these 
have interfered with Atomic Energy Commission business. 

Representative Hotirrevp. I did not get that last part. 

Mr. Menke. Neither one of which have been in interference with 
the Atomic Energy Commission. 

Representative Hortrrevp. They are not in the field of that? 

Mr. Menke. One is in the field of exploration for uranium and one 
is in the field of mining for uranium. 

Representative Hortrrmip. You have been granted patents on that? 

Mr. Menxe. In the former case. 

Representative Horirimexp. In one instance you have been granted 
patents under the former law? 
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Mr. Menke. The former patent was granted and the latter 1s still 
an application. 3 Tole 
Representative Horrrrecp. Under the Atomic Energy Act of 1946: 

Mr. Menke. Yes, sir. 

Representative Horirre.p. You were granted the right? — 

Mr. Menke. The Atomic Energy Act of 1946 had nothing to do 
with it. The AEC was informed of the patent application and de- 
cided against any interference. The work for the patent was done 
in our firm. It was not supported by the Atomic Energy Commis- 
sion. 

Senator Pasrore. Do you think that in this vast field that so much 
affects the public interest that if one individual should come along 
with an idea or a technique which completely revolutionizes this entire 
program that that person ought to be in a position of selectivity, that 
he can decide to whom or who shall enjoy this patent or this idea ¢ 

Mr. Menxe. Senator Pastore, I have been in this field since 1952. 
I have not seen in all of that time such a patent. There was one before 
1942. I donot believe that this field, which is not any longer very new, 
will have such a patent. I believe this is a relatively mature tech- 
nology. Iam sure it will go very much further, but a patent as basic 
as you describe will not come about. That is a negative statement, 
and all such negative statements are sometimes wrong; however, in 
my mind, such basic patents are unlikely from here onward. 

Senator Pasrorr. Let us assume that it is likely, and when we draft 
this legislation we have to project ourselves into the future. It is a 
realm of uncertainty. You and I and no one else knows at the mo- 
ment just what the developments are going to be, and we have to write 
up a law that will protect the public interest. 

Now, when we speak of compulsory licensing, that is exactly what 
we are trying to do. We are trying to protect the freedom of this 
program. Here we are, and we are opening up this program to private 
industry. 

Now all we are trying to do is this: We are trying to say if an 
individual comes along with an idea that is revolutionary he is entitled 
to reasonable royalty for the use of that privilege. But he ought to 
be entitled to use it, do you not agree with that? Where is the harm 
in that? How does that hurt you as a small-business man ? 

Mr. Menke. I think if there were a patent so singularly overriding, 
as you describe, I could not object to it being licensed to others. 

Senator Pasrore. In other words, you say now that you think com 
pulsory licensing would be a good idea in the law ? 

Mr. Menke. Only if the compulsory licensing were applied to pat- 
ents which had the description which you assumed, that is, that they 
would be fundamental and basic to the entire science and so deter- 
mined by a very eminent body. 

Senator Pastore. Well, the right of compulsion would only be in- 
voked in that kind of a case. 

You would not want to compel the use of anything that was not of 
wide effect, no one would be interested in it. 

Mr. Menxe. There might be a very advantageous patent, which 

yas nevertheless not basic and overriding to the whole field. That 
patent I would not like to see compulsory licensing applied to. 
Chairman Cote. Are there any other questions? 
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Mr. Menke, you have just sown the seed of a most ingenious—I know 
it is not novel, but with respect to the effect of compulsory cross 
licensing upon small business—you have indicated, and | think rather 
properly so, that there is no reason why small business should be 
afraid of big business from the s standpoint of patents. It is just a 
matter of volume, degree of volume; is it not? 

Mr. Menke. Yes, sir. 

Chairman Cote. Assuming that both groups have the same compe- 
tence of personnel, then the big company may take out 1,000 patents 
and the little company, if it is small enough, might take out only 1. 

Well now what advantage is it to the small company to have avail- 
able to its use a patent which is taken out by a big company? The 
competition by a small company against a big company in a field in 
which the two companies operate inevitably works against the small 
company. There is very small likelihood of a small company bene- 
fiting from a patent obtained by a big company. 

Mr. Menxe. That is my certain opinion, sir. 

Chairman Corx. By having the protection of a patent, which the 
smal] company obtains and conceives on its own, and on its own initia- 
tive, he can stand up to the Goliath of the new company and he puts 
himself, not only on a competitive basis, but almost, depending upon 
the importance of the patent, in a dominating position. 

Mr. Menxe. At least equal. 

Chairman Cote. I think that you have, at least to me, given a very 
helpful suggestion. Your suggestion has been very helpful. It has 
supported my position in opposition of the principle of compulsory 
licensing immensely because now I think I can argue with rather 
reasonable justification that the principle of cross licensing is in the 
interest of big business and to the disadvantage of small business. 

Senator Pastore. Inasmuch as that is more or less a reflection on 
the questioning that I pursued 

Chairman Cote. Oh, no, let me, before you proceed further, Sen- 
ator, make that plain. Before you proceed further let me indicate 
that it had no connection whatever with your question. 

Senator Pasrore. Of course the one thing that we are losing sight 
of is the public interest. Here we are, and this is a monopoly on 
the part of the Government, saying as a public interest we want to 
open the door to all to use this. 

Now, if we are going to proceed in that spirit of liberality, I 
think that we ought to write a law where we had not ought to put any 
one in a strategic position where he can cut anybody else out. That is 
precisely the point. 

We have invested $12 billion, and no one is complaining about this. 
But we think this should be used for the benefit of the entire Ameri- 
can people and possibly for the benefit of world peace. 

Now the purpose of compulsory licensing is to avoid and to elim- 
inate capriciousness and obstinancy on the part of some who will set 
themselves up as an empire and say, “The ier il with everybody else, 
you ean’t use this at any cost.” 

Chairman Cortez. You will agree, if and when that situation should 
develop, it will not take long for the Government to take over. 

Senator Pastore. I know. But our position here, and our respon- 
sibility, is to avoid it now. 
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Chairman Corr. Avoid it now by denying to everybody the thing 
that you are unwilling or that you are apprehensive that someone of 
them will abuse. 

Senator Pastore. Of course. And we are saying that we are going 
to pay you an adequate royalty. The Commission will see to it that 
no one is unjustly dealt with. All we are trying to do is to protect 
the freedom of these ideas and protect the party who initiated the 
idea to the extent that he will be reasonably compensated for his idea 
if someone else uses it. I do not see how anyone can object to that. 
It is the protection that the public interest requires. 

Chairman Coxe. I cannot speak for the whole committee, but, at 
least, for myself, I appreciate your appearance and your testimony 
here this afternoon. 

Representative DuruAam. Your statement in regard to the maturity 
of this program weighs very heavily in my opinion as to what you 

said in the development of these things that we might expect to 
happen, which would create a monopoly by patent or license or by 
other things. 

Now, in making that statement, you made it as a chemist or a 
physicist, or what is your background ? 

Mr. Menke. I am an engineer, a professional engineer, in New 
York State and in some other States. I also hold a degree in physics. 
I have both degrees. 

Representative Durnam. I thought you did when you made that 
statement. That is the reason I said that. 

Representative Hoxirietp. Mr. Chairman, I have one question to 
ask you. I do not want to put words in your mouth and I do not 
want to prejudice your answer; so if you do not understand my ques- 
tion or if my question is obscure, please tell me so. 

As I understand it, your testimony has been today to the effect that 
you would rather have the right to patent one idea than to have 
access to a thousand ideas that have been patented by the large cor- 
porations. 

Mr. Menke. Yes, sir, very much so. 

Representative Houirrecp. That is what I wanted to know. Thank 
you. 

Chairman Corr. Your responses have been very forthright and 
enlightening. Thank you very much for coming down, Mr. Menke. 

Mr. Menke. Thank you, Mr. Cole. 

Chairman Coie. The next witness is Mr. Dixon, whom we welcome 
again, as representative of the Edison Electric Institute. 

~W ill you indicate to the committee and identify for the record the 
associates who are with you at the witness table if your statement does 
not otherwise cover it? 


STATEMENT OF E. H. DIXON, CHAIRMAN OF THE COMMITTEE ON 
ATOMIC POWER OF THE EDISON ELECTRIC INSTITUTE, PRESI- 
DENT, MIDDLE SOUTH UTILITIES, INC. 


Mr. Dixon. I want to thank you for your cordial greeting. My 
associate on my right is Mr. Daniel James. He is a partner in the law 
firm of Cahill, Gordon, Rindall & Olds. His firm and Mr. James 
personally are acting as counsel for our committee. 
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Chairman Coie. Perhaps we should have the address of this law 
firm, and I do not know as it is necessary to have the telephone number. 

Mr. Dixon. It is 63 Wall Street, New York City. 

My associate on my left is Mr. Paul Hallingby, Jr., who is my 
assistant. 

I have a prepared statement that I should like to read, if I may, sit 

Chairman Cots. You may proceed. 

Mr. Dixon. It is in the form of a letter addressed to the joint 
committee. 

On November 19, 1953, at the invitation of the Joint Committee on 
Atomic Energy, the Edison Electric Institute presented a draft of a 
proposed ame ndment to the Atomic Energy Act of 1946 and an accom- 
panying memorandum, setting forth and commenting on suggested 
amendments of the act designe 1d to encour age private capital and pri- 
vate enterprise to engage in the production of electric power and 
energy by the use of atomic energy. In pursuance of its continued 
interest in these questions, the institute has studied the proposed legis- 
lation embodied in the bills cited above and desires to present to ‘the 
joint committee its views with respect to such legislation. 

As is indicated in more detail below, the institute would consider the 
enactment of legislation along the lines of that proposed by the joint 
committee, with certain modifications, to be a m: ujor step in the legisla- 
tive program of encouraging private industry in the production of 
electric power and energy through the use of atomic energy. Before 
discussing in detail the views of the institute, however, it may be well 
to review briefly certain basic facts and certain concepts underlying 
its study of this subject. 

The institute consists of over 170 investor-owned electric utility 
operating companies. In 1953, they accounted for 91 percent of the 
electric operating revenues of the investor-owned electric utility in- 
dustry. At the end of 1953, the member companies were serving 35.5 
million electric customers, or 91 percent of the electric customers re- 
ceiving service from the investor-owned electric utility industry. The 
investor-owned electric utility industry in turn serves 78 percent of 
the total number of electric customers in the United States. 

In its study of the Atomic Energy Act, the institute has taken a 
practical approach and has studied the act primarily as it affects the 

electric-power industry. Thus, although there are many problems 
under this act, the institute has confined its comments and suggestions 
to those affecting the industry in which it has special experience and 
competence which may be of assistance to the joint committee and the 
Congress. 

As is stated above, the institute believes that the proposed legis- 
lation of the joint committee is a step forward in the legislative 
program of encouraging private industry. Such a step is important. 
In the future, if the superior position of the United States with 
respect to atomic energy is to be maintained, it must be maintained 
in terms of industrial capacity and industrial development. In this 
respect, the present act operates in reverse: complete Government 
monopoly tends to inhibit industrial participation, the very level 
upon which our superiority has been demonstrated in other fields 
and can be maintained wtih respect to the atom. 
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As the November 19 memorandum of the institute stated, the 
atom will continue to present a shifting picture to our society and 
our economy for some time to come. Therefore, final solutions are 
not present in the existing act or possible in any proposed amend- 
ment. The amendment must meet the tests of whether it will pro- 
tect the common defense and security and will work better than the 
existing act with respect to the power industry and the public which 
it serves. Since, with the comments set forth below, the proposed 
legislation meets these tests, the institute recommends that it be 
enacted, even though*it is recognized now, as it was in 1946, that 
the act may still have to be reviewed and revised from time to time. 

The institute recognizes that the field of the atom is not only a 
complex and rapidly developing field but that it is a field in which 
the expert knowledge of any ordinary citizen is limited. For that 
reason, in qualifying its general approval of the proposed legisla- 
tion with certain comments and criticisms set forth below, the insti- 
tute does so with the greatest deference to the superior knowledge 
of the joint committee in the large field of restricted intelligence 
having a bearing on these problems. 

I am dealing now with specific sections. I would like to refer to 
section 102, which is section 7 (b) of the existing act. 





102 (SEC. 7 (B) OF EXISTING ACT) 





SECTION 


This is the section which provides that when the Commission 
decides that a type of industrial use may be of practical value it 
submits a report to the President, who then transmits the report, 
with his recommendations, to Congress, which then has 90 days to 
take action thereon. No license may be granted until after the report 
shall have been on file for such 90-day period. 

The institute feels that this provision should not apply to the 
electric-power industry. It is felt that the time has come now to 
make the policy decision that licenses in the electric-power industry 
shall be permitted on an appropriate basis. The effect of section 
102 would be, not to open the door to private industry in the electric- 
power field, but to provide that in the future, after further admin- 
istrative studies and possible legislative activity, the door may be 
opened. 

There is no reason to fear the consequences of such development 
by private industry in the utilization of atomic energy for the pro- 
duction of electric power. Its pattern can be pretty well foreseen. 
Powerplants utilizing atomic energy will compete effectively at first 
only in those areas where there are high fuel costs and little or no 
reliable hydropower. As efficiencies are improved, the area of com- 
petition from such atomic plants will widen, but this should be a 
gradual transformation. The fear, therefore, is not that the atom 
will be an unsettling social and economic force with respect to the 
electric-power industry; the fear is that some unfriendly nation may 
develop on a broad basis this peacetime use of the atom, with the 

result that that nation will symbolize the atom in industry through- 
out the world, leaving the implication that we symbolize the atom 
only in war. 

I would like to refer to ownership versus lease of special material. 
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OF SPECIAL MATERIAL 


The institute recommends that the proposed legislation be modified 
to permit licensees to own as well as lease special material. 

The vesting of title to all special material in the Federal Govern- 
ment presumably means that as fast as special material is produced 
by any licensee, the Government will acquire it and pay just com- 
pensation for it. This would represent an enormous financial com- 
mitment. Regardless of the needs of the Government for special 
material and regardless of the status of its finances, it would have a 
continuing obligation to spend enormous sums of money in fulfillment 
of such a program. 

Moreover, the le: ising arrangement would then put the Government 
into private business in a very important manner. Presumably, even 
a licensee who had produced special material would have to pay the 
Government a lease rental for its use. The ability of the Government 
to charge a fair price, which I believe is covered in sections 54 and 107, 
for the lease of special material would remove all competition in this 
important part of industrial costs. 

Also, the fact that the material is merely leased rather than owned 
might tend to discourage the investment of private capital in the 
industry. Financing and ratemaking difficulties will be the probable 
result of lease rather than ownership. We have a long constitutional 
tradition which protects privately owned property against unwar- 
ranted governmental seizure or interference. The law “of lessor and 
lessee is not so clear in its protection of the lessee. A situation would 
be created, therefore, in which a hostile administration might use the 
lease device adversely against a business or businesses for reasons 
having nothing to do with the special problems surrounding special 
material and its use. 


LICENSING 


The institute agrees, of course, that members of the electric power 
industry who own or utilize special material and facilities for the 
production of special material should be licensed and effectively regu- 
lated to insure the common defense and public safety and health. 
Provisions designed to accomplish those results were set forth in the 
proposed amendment of November 19 which the institute filed with the 
joint committee. 

It is felt, however, that the proposed legislation of the joint com- 
mittee might be strengthened in its licensing provisions, in order to 
encourage private industry without in any way weakening the com- 
mon defense or public safety. 

Construction permits (sec. 185) : The construction permits prov ided 
for in section 185 are entirely appropriate except for the provision 
to the effect that upon completion of the work under the construction 
permit, one of the conditions of the issuance of the license is “the 
absence of any good cause being shown in the Commission why the 
granting of a license would not be in accordance with the provisions 
of this act.” It is earnestly submitted that the determination of the 
issue set forth in the quoted language should be made before the con- 
struction permit is issued. The major investment in a project will 
normally be made under the construction permit. It is entirely 
appropriate that a condition of the issuance of the license should be 
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compliance with the construction permit and the act and rules and 
regulations of the Commission. Any bona fide licensee would expect 
so to comply. But he would also, before he invests his money or 
induces others to do so, expect to have the decision of the Commission 
that he is embarking upon a project which, upon such compliance, 
will result in a license. 

Revocation and modification (secs. 186 and 187): The revocation 
and modification provisions with respect to licenses seem unduly 
broad. For example, a license may be revoked for any false state- 
ment in an application or statement of fact—not merely for a false 
statement of a material fact. Similarly, the fact that a license may 
be amended, revised, modified, or annulled by amendments of the act 
or by reasons of rules or regulations issued under it would seem to be 
unduly forbidding to a prospective investor. It is submitted that 
such action should be permitted only upon compliance with specified 
standards having to do with common defense and security and with 
public health and safety and under adequate safeguards designed to 
protect investors and consumers. The institute therefore urges that 
the proposed legislation be modified along the lines indicated in this 
paragraph. 

For you gentlemen who may be following the prepared text, I 
would like to insert this paragraph, if I may. It would come under 
the caption of “Length of term,” which is dealt with in section 103. 


DURATION OF LICENSE (SEC, 103) 


The proposed bill provides for a maximum term for any license of 
25 years and states that the license “may be” renewed. The utility 
industry must continue its service to the public indefinitely and do 
its debt financing on a basis which more often than not is longer than 
25 years. It is submitted that either the length of term of the license 
should be left to the discretion of the Commission, or if a maximum 
duration for licenses needs to be specified in the bill, then it is sug- 
gested that the bill should include a provision for assurance of re- 
newal of the license in the absence of a showing that the licensee has 
not complied with the act, regulations thereunder or the terms of 
the license. 

I would now like to return to my prepared statement. I would 
like to refer to the ownership or control by aliens under section 103. 





(SEC. 104) 





OWNERSHIP OR CONTROL BY ALIENS 


As a practical matter, the requirement that no corporation or asso- 
ciation may be a licensee if more than 5 percent of its voting stock 
is owned or voted by aliens or their representatives would be virtually 
impossible to administer. Many licensees will be corporations hav- 
ing thousands of stockholders whose securities are traded in on na- 
tional securities exchanges. Many security holders for convenience 
leave their securities in the names of brokers or nominees or in street 
names. The real ownership is often not known to the corporation. 
A corporation managed by the most able and devoted American 
citizens might well fall into this alien and outcast category, destroy- 
ing enormous property values, through transactions on a national 
securities exchange over which it had no control or influence. And 
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this might happen without in any way changing the management and 
activities of the corporation. It is submitted, therefore, that the 
proposed section 103 be amended to provide for a test based upon a 


finding of domination or control by aliens. 
BYPRODUCT ENERGY (SEC. 104) 


Section 104 of the proposed legislation is a revision of section 7 (d) 
of the existing act, providing for disposal of so-called byproduct 
energy produced by facilities owned by the United States. It is sug- 
gested that this section be amended to read as follows: 

If energy which may be utilized is produced in the production of special ma- 
terial at production facilities owned by the United States, such energy may be 
used by the Commission, sold to other Government agencies for their own use, 
or sold to local distributors of electric energy at reasonable and nondiscrimina- 
tory prices. 

The specific changes suggested above are: 

1. Sales to other Government agencies are to be “for their own use,” 
so as to preclude any indication that such other Government agencies 
might resell electric energy and thus enter the power business; 

The words “publicly or privately owned utilities” have been 
stricken and the words “local distributors of electric energy” have 
been inserted as being a simpler and more accurate description; and 

The words “or users,” which are not in section 7 (d) of the exist- 
ing act, have been omitted, since it is not believed to be the intent of 
the statute to put the Government in the business of selling power 
directly to consumers. 

The general effect of this suggestion would be to bring the bill more 
nearly into line with its stated policy of fostering the private-enter- 
prise system. 

In the event that the joint committee should desire any further infor- 
mation regarding the electric-power industry as it is affected by the 
problems raised by the act, we shall be happy to attempt to supply 
such information. 

Our statement is respectfully submitted by the Edison Electric In- 
stitute, by E. H. Dixon, chairman of the committee on atomic power. 

Chairman Cote. Thank you, Mr. Dixon. 

Are there any questions from any members of the committee ? 

Representative Hotirietp. I have some questions, Mr. Chairman. 

Mr. Dixon, do you consider this bill that we are considering a funda- 
mental revision of the Atomic Energy Act? 

Mr. Drxon. We believe it is certainly a forward step, and I would 
say quite fundamental. 

Representative Hoxirrm.p. It completely changes the policy of the 
former act, does it not? 

Mr. Drxon. Pardon me, if I refer to counsel who has studied this 
much more completely than I have. He has given me a facetious 
answer. He says, “How complete is complete?” 

Representative Hotirretp. It changes the former conception of com- 
plete Government control to a modified position, allowing private 
industry to come in and participate on a normal profit-sharing, patent- 
acquiring basis? 

Mr. Dixon. It is a major step in that direction; yes, sir. 

Representative Hoxirrmetp. Do you consider it in the nature of in- 
terim legislation ? 
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Mr. Drxon. Yes, sir; I do, and I think quite properly so. 
As I have said in my statement, and as ” have commented before, 
we look at the atom as a changing thing. I do not think we can look 
too far down into the road, and I think it is a very healthy thing to 
contempl: ite a review and necessary rev isions from time to time as we 
learn more about it and learn more of our problems. 

Representative Hotirrevp. Do you think that if 10 reactor licenses 
are given to 10 applicants, assuming there will be a limited number, 
and I only use “10” as an example, and if these 10 industries would 
invest millions of dollars in this project of building reactors with the 
present knowledge of Government technology and such knowledge as 
might acerue duri ing the building of those reactors, and if those licenses 
were granted on the basis of contracts for the payment of specified 
prices for the byproduct of plutonium, which would be manufactured, 
and that your capital investment depended upon that type of a con- 
tract, do you think that the pattern would be pretty well set for 
permanent legislation ¢ 

Mr. Dixon. Well, I certainly don’t qualify as a physicist or an ex- 
pert in the atomic field. But my understanding is that there are several 
types of reactors, and some make products and some do not. And I 
would not think any single phase such as that would be indicative 
of a final pattern. 

Representative Horirrerp. You would not think that if licenses 
for dual purpose types of reactor were given, and if there were a 
limited number of those available, to private industry, that that would 
set a pattern for permanent legislation / 

Mr. Dixon. I think it would be extremely helpful, sir; but I can- 
not foresee an early date when we would draw the final act on atomic 
power. I still think, as we go down the road, it is a healthy thing 
to review and if changes are indicated to be able to come before a 
and exchange views and see if we cannot get a 


forum such as this : ' 
I would hate to think of this thing 


better way, if one is indicated, 
being fixed for all time. 

Representative Horirm.p. I am talking about the legislative pat- 
tern, sir, which we could not reverse. If “the AEC makes a contract 
with a private power company for a period of a license of 25 years 
in which they agree to buy the byproducts or in which they agreed 
to do the necessary laboratory work on special materials, which they 
furnish, either selling them or leasing them to the licensee, do you 
think that in justice to the power companies that the AEC could 
abrogate that contract ? 

Mr. Dixon. Oh, no, sir; I may have missed the point of your ques- 
tion. I certainly think that that is unthinkable that it would be 
abrogated. My only thought was that after 10 years of that period, 
we would find a better way for the issuance of the next 10 licenses. 
I think it is a revolting thought that a company would start on a big 
expensive program and be pulled up short halfway down the line. 

Representative Hotrrieip. It would set the pattern as far as those 
contracts were concerned. 

Mr. Drxon. I think these contracts would be set. 

Representative Hotirtevp. In this rapidly changing technology, if 
those reactors were found to be obsolete at the end of a 10-year period, 
the private companies would be stuck with it and it would be up to 
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the companies to of course stand the loss which would result because 
of its obsolescence, would it not ? 

Mr. Drxon. In my experience in this business, obsolescence does 
not work exactly that way. It is different. 

Representative Horirretp. But you are in an established business, 
you are using established machinery and established methods of pro- 
ducing BTU’s; this is a new industry which has not yet been set in 
its ways, you might say. 

Mr. Drxon. I do not think it is as new as all that. This is a fuel 
and we have had great experience in burning oil, coal, gas, and lignite, 
and this would represent a fraction of our business. 

The boiler plant is normally about a third of your powerplant in- 
stallation costs. Now let us take your example of 10 ¢ ompanies with 
10 contracts. Presumably these contracts would be a relatively minor 
part of their total business. Technologies continue to advance with 
orthodox fuels in the power business. And we have newer methods 
today in our equipment. But what happens actually in a large power 
business is that you use your most efficient machines, and as new tech- 
nology comes along the new machines replace the old ones for pur- 
poses of serving our baseload. But your old ones are extremely use- 
ful over their full life, perhaps not 24 hours a day, but they do have 
a place in the economic scale. There is seldom a point where there 
is a change overnight. 

We have machines that are 40 years old. The kilowatts they make 
are just as good as the kilowatts that the new machines make. They 
just cost more to produce and are very valuable for what we call 
peaking. So the obsolescence question does not frighten us very 
much. It would be divided among a number of companies and in 
those companies it would be a relatively minor part, initially, of their 
total generating facilities. 

Representative Hortrretp. Do you believe the investors, then, could 
take care of an obsolescence of the magnitude that runs into $40 or 
$50 million in machines, which might be on a 20-year amortization 
basis but would become obsolescent in 5 or 10 years? Do you think 
that the investors would be able to absorb that all right in your differ- 
ent companies ? 

Mr. Drxon. No, sir, I don’t think that is something that should be 
borne entirely by the investors. You have touched on a number of 
the points that I have made. 

I think that the period is too short, for one thing. If atomic power 
is to be competitive with standard orthodox fuels, “the need for amor- 
tizing facilities over 20 or 25 years puts an undue price burden on that 
product. These reactors may work 50 years, we don’t know. 

Representative Hortrrexp. I believe 50 years is a normal amortiza- 
tion period in the utility industry for certain types of machinery, is 
it not? 

Mr. Drxon. Forty to 50 years, depending upon the type of equip- 
ment. Some transmission lines seem to last forever. But 40 years is 
a normal period for amortizing or depreciating 2 generating unit. 

Representative Hortrretp. From a private investor’s standpoint, 
you would propose stepping up the 25-year period to the normal 
amortization time period of 40 years? 

Mr. Drxon. Either that or have a provision where, if you observed 
the provisions of your license, you could count absolutely on a renewal 
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of your license. Our financing is done on a longer term than 20 or 2 
years. 
Itepresentative Houtrtetp. I recognize the validity of that point. 

(Certainly, the renewal of a license should be based on the need of 
the community and the compliance of the company, rather than on 
the arbitrary whim of the C ommission. 

Mr. Dixon. That is my point, s 

Getting back to your major sacar I think the burden on the con- 
sumer and/or the investor, if these problems are approached in a 
proper manner, as I am sure they will be, would not be undue. 

Again, the atomic facilities would be a minor portion of the total 
enterprise. On the one hand, presumably we will go into these fields 
because we feel that there is an opportunity to do a better job for our 
customers. We are a thoroughly regulated business, and if the atom 
were to provide a source of fuel that was half as expensive as our 
current fuels, the value of that discovery would go immediately to 
the consumers. By and large, with regulation as it now is, we are 
limited to a return on the capital we have in the business. And if we 
find a cheaper way, the beneficiary is the consumer. 

Now, conversely, I think that the consumer should pay a portion, 
if not all, of the costs of our efforts to give him better service cheaper. 

Representative Hoxtrieip. You do recognize that this is a new 
power resource, of course ? 

Mr. Dixon. It is a new fuel resource. 

Representative Houirretp. Well, a new fuel resource and, therefere, 
a new power resource. 

Mr. Dixon. Yes, sir, that is right. 

Representative Honirieip. You recognize that it belongs completely 
to the people of the United States because of their expenditure of tax 
funds, do you not? 

Mr. Dixon. The taxpayer certainly has made the investment, 
largely, to date. 

Representative Hotirreitp. Then you believe that the Congress has 
the responsibility to pass legislation which will take into consideration 
that fact; do you not? 

Mr. Dixon. I would hope that they would see to it that it got the 
widest possible use. 

Representative Horirtetp. You would be against any arbitrary 
granting of licenses to a few companies, would you not ? 

Mr. Dixon. I don’t know that I can categorically answer that 
question. 

Representative Hotirmxp. Let me clarify it a little bit. 

Assuming again that there might be 50 people wanting to go into 
this business and assuming only 10 licenses were granted, it would be 
evident that there would be a limited licensing of reactors. 

Therefore, we would be faced with what the other 40 might consider 
a discriminatory allocation of licenses, would we not? 

If you were among that 40, would you not want to have the right of 
appeal to an objective and independe nt board to see why you were 
disqualified and a competitor was given the license? 

Mr. Drxon. I dislike the thought of limiting the licenses initially, 
and I accepted that before as your example. In other words, in the 
early stages, we certainly do not want to pick one particular reactor 

and say, “This is it and everybody ought to build 10 of them.” 
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During the developmental stages, it is obvious that this new source 
of energy is not competitive. When it gets to the point where it is 
competitive, I see no reason for limiting the licenses to 5, or 10, or 20 
people, if it is of real benefit to the consumer of electric power in the 
United States. 

Representative Horirrerp. I see no reason either for limiting it at 
that time. But there are certain problems which we face in the 
way of obtaining source material, of the utilizing of this material in 
a new field of weapons which seems to be rapidly broadening, and into 
many smaller weapons than the strategic bomb-sized weapon. 

We are also faced with certain pr: blems of our friends and allied 
nations who also have problems, internal problems. They are power 
hungry and much more devoid of fossil fuels than we are. 

There m: ry be many different reasons why there can only be a few 
licenses granted, let us say, within the next 5 years. 

Mr. Dixon. I guess I was trying to say I dislike discrimination in 
any form, and limitations with respect to a utility’s fuel sources is 
a real problem. 

In my particular company we burn natural gas. We are very for- 
tunate. It is not available to a lot of other Samipinitiets but they do 
the best they can with other fuels. 

Representative Horirmetp. Therefore, in fairness to all private in- 
dustry who might be applicants for these licenses, you would like to 
see the gr anting of such licenses done in a “goldfish bowl,” you might 
say, with adequate review on the merits of the allocation; would you 
not ? 

Mr. Drxon. Yes, sir. I think it should certainly be in a “goldfish 
bowl,” with proper regulation, and certainly the utility industry wel- 
comes that sort of “goldfish bowl” activity. We live in it all of the 
time, and we think it is all right. 

Representative HouirreLp. Now, granting that that situation is ob- 
tained, and I have my doubts as to whether the provisions of the 
bill do guarantee that adequate objective review of the allocation of 
licenses, but granting that such a review board is set up and does 
exist, is it not true that the 10 who receive those licenses will be in 
an advantageous position in the development of the reactor art as 
a result of havi ing those licenses over the 40 who did not get them ? 

Mr. Dixon. I think there is a solution to that, sir, and : 1 good 
parallel. Recently, the Atomic Energy Commission annineitiel it 
would welcome participation in development of the pressure-issued 
water reactor. And I think they took a very objective approach to 
the problem. They let it be widely known among the industry that 
this opportunity is to be present, and they will listen to the fellow 
who makes the best offer. 

Out of that, I am told nine companies or groups of companies, one 
of which is my own, made an offer, and most of them were very sub- 
stantial offers, I am proud to say, We did not get it, but we certainly 
have no feeling of having been discriminated against. 

We had a fair shot at it, and we think that the Duquesne Light 
Co. deserved getting it. They made a better offer than we did, and 
they were entitled to it. 

Representative Horirreip. That is one of the points I am driving 
at. If a method is used which apparently is as fair as that method 
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of allocating licenses, you would feel that industry had ha 
chance at least in obtaining the license ? 

Mr. Drxon. I certainly would, sir. 

Representative Hottrretp. Then it is very important that such fair 
standards and regulations be set up in the allocation of licenses. 

Mr. Dixon. Yes, sir; and that particular case it is interesting that 
the offers came from public power companies and private power com- 
panies, and everyone was treated exactly alike. I think that the 
feeling in the industry was that it was a fine way to do it. 

Representative Ho.irreLp. Now, in case that had not been handled 
as fair as that, you would be in favor of an objective and independent 
review of the handling of allocations of licenses; would you not? 

Mr. Dixon. I think there ought to be a forum to complain to. 

Representative Horirrevp. All right, assuming that those 10 people 
have fairly obtained the right to build reactors and they have access 
to all of the technology which exists up to date and which will accrue 
in the next 5 years, ‘Tet us say, in the development of the reactors 
contemplated, do you believe that those 10 companies then should 
have the right, as a result of having that position, to go into the field 
of patenting of resources, mac hinery, and formulas to the exclusion 
of all of the rest of private industry? 

Mr. Dixon. Well, sir, I can make a parallel there, too. 

In the offer that we made to build the pressurized water reactor, 
one of the provisions of our offer was that anybody who properly 
belonged in the program would be welcomed into it, so that we would 
not necessarily have an advantage in these technical opportunities. 

It could be very easily dealt with that way, where I might get a 
license to build a reactor, but I think in our electrical-utility industry. 
it is historically an industry where notions and ideas and technical 
advances are pretty freely exchanged. 

Just because I was building the reactor would be no reason why 
Mr. James’ company, as a neighbor, could not have engineers over 
there working on it and sharing this knowledge, subject, of course, 
to necessary security clearance. 

Representative Hoxirrevp. Of course, that envisages a combination 
of companies sharing in it. 

Mr. Dixon. Free access of information is what I had in mind on 
that reply. 

Representative Hortrmexp. Free access of information without put- 
ting up any money in it, you mean ? 

Mr. Dixon. On whatever basis we worked out. 

Representative Hotirteip. I suppose it would be a basis of mutual 
benefit if you did work out some arrangement like that, but that still 
leaves a great section of private enterprise which is excluded. 

Mr. Dixon. They have had a fair shot at it as we decided a little 
while ago, and everybody has the same opportunity. 

Representative Hoxirmip. As far as the allocation of the license 
that 1s true but let us consider the lower bidders, you feel that all of 
this technology which has been paid for by the taxpayers’ money 
should go to the high bidder and that by the very fact of him having 
bid high on the acquisition of 1 license out of the 10 that he should, 
therefore, have access to all of the technology and all of the scientific 

data that has been developed at Government expense and that all of 
the rest of private industry, by virtue of the fact that they did not bid 
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as high as the successful bidder, should be excluded from that advan- 
tage ¢ 

Mr. Dixon. I wonder if we are not walking a borderline between 
knowledge and patents. My industry, as an industry, has no basic in- 
terest in patents, as such. 

Representative Horirtevp. I realize this is not a vital problem in 
your particular industry. But it is a vital problem in the associated 
chemical and machinery manufacturing industries, which are very 
closely related and, in fact, are part of your group, I believe. 

Mr. Dixon. No, sir. I do not represent any study group. I am 
speaking on behalf of the electric utility industry only. 

Representative Hortrrme tp. Then the matter of patents is not a pri- 
mary concern of the utility industries ? 

Mr. Dixon. No, sir. I think I could clarify this if I could read just 
a short phrase from our previous filing with you gentlemen. 

We say that the electric power industry has an interest in some of 
the problems not dealt with by the proposed amendment, and the pat- 
ent question is an example. 

Patents have played almost no direct part in the electric power industry for 
many decades. Furthermore, it is believed that patents will play a small part, if 
any, within the electric power industry itself in the atomic age, since the indus- 


try is one in which profits are limited, and the patent incentive would necessarily 
be relatively unimportant. 


Nevertheless, it is our vital concern that the mi inufacturers of equipment and 
apparatus essential to the operation of the electric power industry shall have the 
incentives which a good patent system well administered will provide to spur 
forward new developments and improvements to serve our needs and through us 
the needs of the public. 

I would like to be responsive to your questions, but I really do not 
feel that I am qualified to discuss patents. 

Representative Horirretp. Your general belief is that the normal 
veined rights should obtain to those participating companies and 
manufacturers under contract with them, and so forth ? 

Mr. Dixon. Appropriate patent rights, whatever they are. 

Representative Horirietp. Now then, let us clarify that phrase. 

Appropriate patent rights is a very vague phrase. Let us talk 
about either normal patent rights or no patents, or some type of 
compulsory licensing, so that all industry will have access to it. 

Mr. Dixon. I — like to disqualify myself completely from. the 
patent question. I do not know enough about patents. 

Representative Horirrexp. I believe that the statement you read in- 
dicated that you believed that the manufacturers should have access 
to normal patents. 

Mr. Drxon. We said it is our vital concern that the manufacturers 
of equipment and apparatus essential to the operation of the electric- 
power industry shal] have the incentives which a good patent system, 
whatever that is, well administered, will provide to spur forward 
new developments and improvements to serve our needs and through 
us the needs of the public. 

I should have read the final sentence of the paragraph where I 
say: 

However, we have confined our amendment to matters primarily and directly 


reflecting our industry and have left patents and other matters to those who can 
speak with more immediate authority. 
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Representative Hortrretp. You disqualify yourself then on the 
knowledge of or rather the desire to testify as to whether we should 
have compulsory cross-licensing, or normal patent laws obtain ? 

Mr. Dixon. Yes, sir; I certainly do. 

Chairman Core. Are there any other questions? 

The reason you disqualify yourself on that question, on that point, 
is because, as your statement to the committee of last fall indicates, 
which you have quoted just now—I might read exactly what you 
said, and I find someone has underscored the expression from your 
statement of last November which you have just read to Mr. Holifield. 

The reason you are disqualified is because from your st indpoint 
“patents have played almost no direct part in the electric-power 
industry for many decades”? 

Mr. Drxon. That is right. 

Chairman Core. Therefore, you are not directly concerned about 
the patent situation ? 

Mr. Drxon. That is right. 

Chairman Core. Your memorandum and the suggested amend- 
ments which you and your associates prepared last fall, have been 
very helpful to us, Mr. Dixon, and I want to thank you for them on 
behalf of the committee. I recall at the time asking that you under- 
take that work, and it has been helpful. 

Mr. Dixon. Thank you very much, si, and I hope you will call 
on us again if we can be helpful. We have a great desire to partici- 
pate if we can. 

Representative Durnam. Mr. Dixon, in your brief here before us, 
your recommendation is, of course, or you believe that the time has 
arrived when we should begin to make some changes in the act, so as 
to get it into the hands of private enterprise and you are speaking 
from the standpoint of the electric-power industry which covers about 
91 percent of all of the electric customers in this country. 

Mr. Drxon. It is 91 percent of the electric customers receiving 
service from the investor-owned electric-utility industry, and we don’t 
represent the TVA or the public-power districts. But the investor- 
owned industry serves about 78 percent of all electric customers in the 
United States. 

Representative Durnam. Well, your recommendation, of course, as 
I say, is that we get this thing into a position where we can use 
it from an electric st: andpoint. 

Mr. Drxon. Yes, sir. 

Representative Durnam. Of course, your recommendation is a lit- 
tle different from what we heard here this morning from another 
producer of kilowatt-hours, or kilowatts. It is rather interesting to 
note the difference. He does not think or does not believe that the 
time is proper to go into this act and make any changes, you might 

say, that would permit this, as I got his statement this morning. 

Mr. Drxon. I regret, sir, I didn’t have the opportunity of hearing 
his statement but I know that has been his position. I just disagree 
with him. 

Representative Durnam. The thing that puzzled me a little bit, was 
when both of you in the same field of serving customers, why there 
should be a difference in point of view. 

Mr. Dixon. Well, I like to think mine is the more enlightened ‘one. 
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Representative Durnam. I am not asking you to explain it, but I 
say it is rather interesting to hear from two people producing kilo- 
watts, which, of course, is what the public is interested in. 

Mr. Dixon. We feel that virtually everybody who wants electric 
service in the United States already has it. We do not say that this 
act should be amended for only privately owned power companies, 
but we think that it should be for all, to take all of these benefits to all 
of the people in the United States. 

Representative DuruHam. Those of us who lived in this project from 
1946 on up to the present time, small in its infant stage, as you might 
say, to its giantness at the present time, of course, should have and 
like to have such statements as this because I have reached that point, 
and I did sometime ago, where I felt we should make some changes 
in the act to get this thing into benefits for humanity instead of Gov- 
ernment ownership entirely. 

Mr. Dixon. We certainly subscribe to that view, sir. 

Representative HtnsuHaw. There would be a considerable revolution 
in the power industry if a way would be found to reduce fuel costs to 
013 mill per kilowatt-hour, would there not? 

Mr. Dixon. I wouldn’t say it would be a terrific revolution. I have 
not. done the arithmetic on it, but I would guess that it would not 
reduce the power bills nearly as drastically as we have reduced them 
over the last 20 years. Fuel, even if we got it free, is only one com- 
ponent of your electric bill. We should be delighted if we could get 
fuel free and the customer would get the benefit of it, because our earn- 
ings are strictly regulated by competent State and regulatory agen- 
cies. The better job we do, the better the customer fares. 

Representative HinsHaw. That is a very good answer. I see that 
you have answered these questions often. At least, it would cause a 
revolution to the extent that new plants would be built in larger 
numbers, and let us say new boilers would be built for the new heat 
source and new fireboxes in the sense of a nuclear firebox versus the 
gas firebox, so that a very large new investment would have to be 
made in these items throughout the utility industry, and it could 
not be done in a day, could it? 

Mr. Drxon. Well, sir, I would view that as something that would 
transpire over a period of years. 

Representative HinsHaw. I would think so, too. 

Mr. Drxon. There has been quite a transition in orthodox methods 
of burning fuel. We are using larger boilers, and larger generators, 
and we can burn coal or oil or gas or almost anything. The new 
equipment uses roughly half as many B. t. u.’s to make a kilowatt-hour 
as we used just 10 or 15 years ago. It has not caused any real crisis. 
The investor-owned industry is ; adding many millions of dollars of 
new equipment every year and I presume this would fit into the normal 
pattern. When a better reactor comes along, as you need a new unit, 
you would use that, just as we would use a new type boiler for coal if 
one were produced today. 

Representative Hinsuaw. Is it your opinion that a very gradual 
switch over would be made from one type of heat source to the other? 

Mr. Drxon. Yes, sir; I believe that would be true, and in different 
sections of the country. 

Representative Hinsuaw. There is no compulsion for any utility to 
switch over from one source of heat to another, is there? 
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Mr. Dixon. It is the competitive urge. We are selling our prod- 
uct in competition with other forms of energy, and if you construct 
a major manufacturing enterprise, you will first decide whether you 
will make your own power or buy it for me. We must maintain our 
competitive position, and we have a very strong urge to do a better 
job. We also have the urge to keep our rates certainly as low as our 
neighbors, so you have an area competition factor, too. I would say 
the industry, as an industry, overlooks no bets to get a more efficient 
unit to make a cheaper kilowatt-hour. 

Representative Paiaahw: What proportion of the cost should be 
allocated to the boiler or the firebox ¢ 

Mr. Drxon. It is about a third. It is by no means the most impor- 
tant part of our charge for electric power. Approximately 45 percent 
of our cost represents cost of money and taxes. 

Representative Hinshaw. Will you say that again? 

Mr. Dixon. About 45 percent of the charges we must make for our 
kilowatts cover the costs of our money that we must go out and hire 
competitively and the taxes we pay. If we didn’t have to pay interest 
on our money, or if we didn’t have to pay taxes, we could cut our 
bills roughly 45 percent in the morning. 

Senator Pastore. But it is a fact, is it not, that the cost of trans- 
mittal of power is less per consumer per unit in a congested area like 
New England, as against another part of the country where your 
lines have to spread over a large area. 

Mr. Drxon. Yes, sir; it is always less expensive to serve a concen- 
trated area. 

Senator Pastore. And yet, by comparison, power costs in New 
England are higher than any other part of the country; is that not a 
fact ? 

Mr. Dixon. That could be a function of taxes, tax differentials, and 
that I do not know, and fuel is a major item there. Their fuel prob- 
ably costs them three or four times as much as ours does down in the 
South. 

Senator Pastore. That is what I thought. I mean anew cheap fuel 
for the New England area would actually be a boon, would it not ? 

Mr. Drxon. It is important but it is not the most important. 

Senator Pastore. Up in the area like New England it is very, very 
important in constituting your ultimate costs. 

Mr. Dixon. There are many factors that go into power rates. If 
I were starting a company brandnew today, with large units and the 
most efficient I could get, my installation costs would be down and my 
efficiencies would be up; I think that you have got to look at the age 
of your systems and the period of time when they were installed 
and the capital costs incurred and the cost of construction, which in 
the North is higher than it is in the South. They must deal with ice 
storms; where ice isn’t frequent, your transmission lines do not have 
the same protective devices. There are many many factors, sir. 

Chairman Cote. Thank you very much, Mr. Dixon. 

Mr. Drxon. Thank you, Mr. Cole. 

Chairman Corts. This morning the witness, Mr. Tilman, had a dis- 
cussion with Mr. Hinshaw, in which Mr. Tilman referred to a state- 
ment of Dr. Wigner. At the conclusion of the meeting, Mr. Tilman 

asked me for permission to send an insert in the record in Dr. Wig- 
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ner’s statement and I assured him that would be done, and I now ask 
permission from the committee that it be done. 

Representative Hinsnaw. I will be glad to have that done if I can 
see it. Not that 1 want to criticize it in any way but I would like to 
see what he said, if it is different from what he told our committee. 

Chairman Core. That is the purpose of putting it in the record, so 
that the gentleman will have a chance to see it. 

The next and final witness for today is Mr. Kenyon, representing 
the New York Patent Law Association, atomic energy committee. 
We welcome you this afternoon, and I see that you have a prepared 
statement which we will be glad to hear, and may I ask that you 
identify your associate. 














STATEMENT OF THEODORE S. KENYON, CHAIRMAN OF THE ATOMIC 
ENERGY COMMITTEE OF THE NEW YORK PATENT LAW ASSO- 
CIATION 


Mr. Kenyon. My associate is Mr. Hugh Chapin, who is one of the 
young lawyers in our office. Our office is Kenyon & Kenyon in New 
York, and we have been specializing in patent matters for a great 
many years, going back into the last century. 

I have the privilege of being the chairman of the atomic energy 
committee of the New York Patent Law Association. I have come 
with the authorization of the board of governors of that association 
to present this report and statement to you. 

I want at the outset to express our profound conviction that amend- 
ment of the present atomic energy law is of vital importance to the 
safety and perhaps the survival of our American civilization. At the 
outset, let me make it clear that our association emphatically endorses 
the present bill, H. R. 8862, and urges that it be enacted into law. I 
interpolate in this statement that we have a few minor suggestions 
which we would like to make, and they are presented in the annex that 
I have submitted to the chairman. 

We support this proposed amendment, despite its shortcomings, 
because it offers sound and constructive steps forward toward the 
free-enterprise system as applied to atomic science and away from 
the governmental monopoly and the paralyzing restrictions which 

obtain under the present law. Our great criticism of the bill is that 
it moves too slowly and too little. The free-enterprise system is at 
the basis of American productive genius, by which we have come from 
scratch in the last 150 years to be the undisputed leader of the world 
in standards of living and in economic strength. Free enterprise 
based on the rights and incentives of private property and of the 
free interchange of information has been at the root of our progress. 
Based on that way of life we have tackled every science, new and old, 
that came along, mechanical, chemical, electrical, aeronautical. If 
we have not contributed more than our share of pioneers in pure 
science, we have been leaders in promoting the useful arts, in taking 
things out of the laboratory and making them work, in establishing 
vast new industries and large-scale production, so that what were but 
scientific curiosities yesterday are household necessities today. 

It is our special genius and indeed our daily practice to shape Na- 
ture to our needs. We make our living by it. Our rules of law accept 
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is characteristic of the American 


and protect and encourage it. It 
way of life. 

No better system has been yet devised for making new sciences use- 
ful in the daily peacetime pursuits of man than this free-enterprise 
system of ours. It is our heritage. It is at our very hand, but we 
are not using it and cannot use it in nuclear science unless the Atomic 
Energy Act is radically changed. 

The proposed bill moves in the direction of freeing atomic science 
from some of the chains that fetter its progress toward the vast peace- 
time industry that we must build at the peril of losing our leadership. 

Since it hi as been our e xper lence in ever y new s ence that the in- 
credible of today is the commonplace of tomorrow, it is neither fan- 
tastic nor absurd; indeed it is plain commonsense to say that if our 
time-honored system of private property, private incentive, fair com- 
petition, and a maximum of inform: ition exchange is made available 
to atomic science, as it has been to other sciences, neutronies will, be- 
fore many years, be as much a household pet in Amerjca as electronics 
are today. Certainly, it will be powering ships, pl: anés, cars, and even 
fractional horespower motors. It will be air conditions cities, revo- 
jutionizing chemistry and medicine, and altering elements to the 
alchemist’s taste, serving 1,000 now unimagined uses in industries 
and homes. 

It would be not only tragic, it would be disastrous, if we who have 
the genius for thus shaping Nature to our needs, should by our own 
timidity and lack of courageous self-reliance keep that genius in 
chains, and thereby lose the strength and leadership which ‘the heri- 
tage of our private-enterprise system would otherwise insure to us. 
Thus, to our emphatic endorsement of the present bill as a sound step 
in the direction of progress, we would add only two thoughts. 

First, and least important, we would propose four minor amend- 
setts in the language of the bill simply for the purpose of improving 
its clarity and meaning. These are suggested in the annex to this 
statement. 

Second and most important, we urge that when this bill has been 
enacted, this joint committee, from its vantage point between the 
Atomic Energy Committee and the Congress, continuously exercise 
its utmost energies to promote the utilization of atomic energy for 
peaceful purposes by proposing further amendments that to the 
maximum extent consistent with the common defense and security 
and with the national health and safety will remove entirely those 
restrictions on atomic science which are not equally applicable to other 
sciences. 

This last paragraph, sir, I say with all of the sober emphasis of 
which I am capable. Give this science back to the genius of the 
American people, who have paid most for developing it as a weapon of 
destruction, and we will lead the world in developing it as a new and 
useful servant of mankind. Keep it in the chains of governmental 
monopoly, as the Russian masters do, and we may share the servitude 
and fate of the Russian people. 

Now, I have these minor changes which have been proposed. There 
are three of them in the patent section of the bill and one of them in 
the definition of “restricted data.” I would be glad to read that 

annex, if you desire me to, 
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Chairman Core. Mr. Kenyon, I do not think that that is necessary, 
unless some member of the committee desires it to be read, because it is 
very technical, and it is something that is incomprehensible unless you 
have the proposed bill and compare the suggestions of your state ment 
with the present words in the proposed bill. Your statement has been 
very fine, Mr. Kenyon, and we appreciate your coming down. We 
will put your changes, technical changes, to the bill in the record. 
(The material referred to follows :) 





RECOMMENDATIONS FOR CLARIFYING OR IMPROVING THE LANGUAGE OF THE CHAPTERS 
or H. R. 8862 RELATING TO PATENTS AND THE CONTROL OF INFORMATION 








1. In section 152 (p. 49, line 15) we would insert after the word “activities” the 
phrase, “under arrangements authorized and directed by the Commission.” 

Without some such amendment, the language of the bill (and of the present 
law) might be construed to deny all patent rights in laboratory instruments « 
test devices even though used in independent research and development of indus 
trial and other commercial uses of atomic energy. We believe that such a broad 
purpose is not intended and that it would have a stifling effect on the develop 
ment and production of such instruments, contrary to the sound purposes of the 
act (see sec. 3, pp. 3, 4). 

2. In section 153 (p. 49, line 21) we would insert after the word “authorized” 
the phrase, “, when necessary to effectuate the purpose of this act,” 

We believe this qualification on the Commission’s power to take patents by 
condemnation should be spelled out in the law, since the section in question per- 
mits the taking of patents that are useful outside the weapons field if they are 
capable of use in an atomic weapon. Since a patent or invention might thus be 
condemned which had important, and perhaps paramount utility in industrial 
or even nonatomic fields, the power to condemn should be clearly limited to 
instances where it is necessary to effectuate the purpose of the act. 

3. In section 155, clause “b. Standards” (p. 50, line 19 through p. 51, line 17) is 
repetitious and somewhat inaccurate and might well be brought together in one 
paragraph as follows: 

“In determining such just compensation, the Commission shall take into con- 
sideration any defense, general or special, that might be pleaded by a defendant 
in an action for infringement, the extent to which, if any, such patent was devel- 
oped through federally financed research, the degree of utility, novelty, and 
importance of the invention or discovery, the cost to the owner of the patent of 
developing such invention or discovery or acquiring such patent, and the actual 
use of such invention or discovery, and may determine that such compensation 
be paid in periodic payments or in a lump sum.” 

4. To remove a particularly dangerous restriction on the dissemination of in- 
formation we would amend the definition of “restricted data” (sec. 11 (q) of the 
bill, at p. 7, lines 10 and 11), by striking out the words “or the use of special 
material in the production of power’ and would insert the word “or” before 
“the” in line 9 on the same page. 

The definition of restricted data would thus be limited to the field of “atomic 
weapons and the production of special material’ and would not extend to “the 
use of special material in the production of power,” in which latter field every 
effort is now being made to enlist the ingenuity, cooperation, and venture capital 
of private enterprise. This purpose would be greatly promoted if scientific and 
technical information relating to it were now made freely available and its 
publication permitted. As both the law and the bill state, “free interchange of 
ideas and criticism * * * is essential to scientific progress” (sec. 141, p. 42 
of the bill, and sec. 10 (a) (2) of the present law). 


Chairman Core. Are there questions from members of the com- 
mittee to Mr. Kenyon ? 

Representative Horirrerp. I do not have a question but I would like 
to say this much, that if your last phrase there, “keep it in the chains 
of governmental monopoly, as the Russian masters do” means what I 
think it does, that I personally resent it because I believe that the 
Government has certain rights to the people which it is discharging 
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in many fields in a monopolistic way, in the fields of the Post Office 
Department, and in the fields of our common defense, and I could go 
into several other fields in which the Government has a monopoly, 
and I do not necessarily consider that it is an evil influence nor do I 
consider the fact that the Government has had a monopoly on this for 
the last 7 years, that it has either been a retarding effect or an evil 
influence. I think it has been a beneficial influence for the American 
people. And such an attempt to inject that type of an inference into 
this thing, I think is unwarranted. 

Mr. Kenyon. I agree with you, Mr. Holifield, entirely. I think 
that the act of 1946 was a wise and yoepe r provision at that time. I 
think it was the only way in which the Government could properly 
start off with this terrific problem that it faced. I heartily approved 
the proposal now to relax it and I say that we must relax it now that 
the situation has changed. We must not maintain it in a monopoly. 
My thought about that is no reflection on the Government. I would 
like to explain it in view of Mr. Holifield’s expression of resentment. 
The Russians are accustomed to developing their sciences in Gov- 
ernment-owned bureaucratic conditions, and surroundings. We in 
our economy, and in the light of our traditions, are accustomed to 
developing sciences in exactly the opposite way. We develop our 
sciences by the interaction of minds, through information, through 
the exchange of information, and by the incentives of investment, of 
speculative risk capital, making inventions, and trying to achieve 
something to build on what other people do. 

Representative Horrrrevp. That has not been true in this art be- 
cause the Government has put up the money for it and private in- 
dustry has done the job, and it may conceivably be necessary for fur- 
ther regulations in order to see that we do just what you say, give this 
back to the American people, and give this to the American people 
without restrictive hindrances. 

Mr. Kenyon. It should be. 

Representative Honirrecp. And there is not a member of this com- 
mittee that wants to keep this as a Government monopoly. But we 
also do not want to see it diverted into a group of private monopolies, 
either. We want to see it given to the people. 

Mr. Kenyon. May I take a moment to develop that thought. I 
have listened to the representatives of the electrical industry and I 
have read the reports of the hearings by representatives of the elec- 
trical industry. I think that to consider the development of the 
atom solely from the point of view of the development of the electrical 
industry is just looking at the immediate problem. The first witness 
this afternoon, Mr. Menke, is a small-business man. He has no rela- 
tion to the electrical industry. He is deeply interested in developing 
atomic energy along other lines. I was talking to a man yesterday 
who is interested in the use of atomic energy in well-logging. I be- 
lieve that is a well-recognized use of atomic energy now, in determin- 
ing something about the condition of the geological structure of the 
ground. 

Those are things which have nothing to do with the electrical in- 
dustry, and there is going to be a burst of development of things of 
that sort, having nothing to do with these tremendous investments in 

reactors in which this science will develop if people are allowed to get 
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into it. And to do it, there must be an exchange of information, 
and there must be an incentive. 

I wish that Senator Pastore were here. Will you allow me to speak 
to one question he put to an earlier witness—that the public interest 
must come first? Iagree a thousand percent. But what is the public 
interest? To get this invention made that he is talking of, there must 
be an incentive to make the invention; and, secondly, the patent system 
is based upon the proposition that when a man has developed some- 
thing he can either keep it a secret or he can open it up to the public 
and get a patent, and by the incentives of the patent system this thing 
which he has been induced to make he now unfolds to the public in his 
patent. 

That is the real public interest—to get the invention so it can be 
used. The Senator seemed to take the invention for granted. But 
you have got to produce it. How are you going to produce the inven- 
tion? How are you going to make it available to the public? Those 
are the primary things. 

I would be very happy to answer any questions that you care to put 
to me, particularly Mr. Holifield, because he has talke d so much about 
the compulsory license proposition, but I don’t want to impose upon 
your time. 

Representative Horirretp. I will just say this: You refer to Mr. 
Menke. He made the astonishing statement that he had rather have 
the right to utilize one patent of his own in his business than access 
to a thousand patents that might be available to him. 

Mr. Kenyon. Do you know why he said that? 

Representative Horirterp. Why, certainly I know why. Because 
he thought it would be to his selfish interest—to his own interest— 
to be able to patent a particular patent and possibly reap a tremen- 
dous reward out of it, and I have no particular criticism of that atti- 
tude if he wanted to take it, but I think I understand why he takes it. 

Chairman Core. I think the Chair would like to inquire whether 
Mr. Menke is here; and if he is, I think he should be given a chance 
to say what he did mean. 

Representative Hoxrrrrevp. I will strike that reference out. 

Chairman Corr. The reporters already have it. 

Representative Horirrevp. All right, let it stand. 

Chairman Coxe. I just thought that would be in fairness to him. 

What do you think he had in mind? We will get your view and 
we will then get his. 

Mr. Kenyon. I have had experience with it over and over again. 
A small-business man develops a particular device. It may be a part 
for an automobile; it is good. General Motors uses it. The little- 
business man has a patent. By reason of his patent he can stay in 
business and make that device. He manufactures it and the patent 
is the lifeblood of his business. If he didn’t have it, General Motors 
could make that part perhaps better, perhaps cheaper, than he. But 
the little-business man survives because of his patent. 

Representative Hoxirrevp. I agree with you, sir, on that principle. 
But let me point out that we are getting ready to unloose a tremendous 
technology that has been paid for by the people. 

Mr. Kenyon. And it belongs to the people. 

Representative Horirretp. And it belongs to the people, and not 
to any one individual to come in and get an advantageous patent on it 
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and then charge the rest of the people as he would if he had originated 
the technology himself and had developed it himself without access to 
Government information and Government laboratories. And there- 
fore I say there is a different situation that is involved here. 

Mr. Kenyon. Sir, we must encourage the development of inventions. 

Representative Horirrerp. Do you mean to say that the encourage- 
ment of inventions has not occurred in the last 7 years? 

Mr. Kenyon. Nothing like what it will be if¢t is made available to 
the free enterprise system. 

Representative Hourrtevp. That is your opinion. You are entitled 
to it, of course. But I happen to know that it is necessary for the 
Government to put many millions of dollars into the technology of 
these five reactors right now. 

Mr. Kenyon. I couldn’t agree with you more. But I say that when 
we get the thinking of the vast field outside of reactors, we will then 
begin to contemplate what the atomic age really is about. They are 
just the beginning, the first use for peaceful purposes of this new 
energy. But it is incomprehensible what this thing is going to lead to, 

Chairman Corr. Would you respond to Mr. Hinshaw’s question ? 

Mr. Kenyon. I certainly would, sir. 

Representative Hinsnaw. I think our friend has a slightly mistaken 
idea about the patent field. 

Do you think he indicated—at least I understood him to indicate— 
that other Hy can now patent that which has already been dis- 
covered by the Government ? 

Mr. Kenyon. Of course not. I knew Mr. Holifield didn’t mean 
that. I think he corrected it as he went along. 

Representative HinsHaw. He must have meant that on the basis of 
knowledge acquired through Government research and development 
and so forth, and experience, with that as a base, someone has gone 
forward and discovered something new. 

Is that correct ? 

Representative Horirievp. I will be glad to explain my meaning. 
My meaning is this: That where the Government has spent many mil- 
lions of dollars in advanc ing the art of atomic energy development 
to its present point and to the point to which it will arrive in the years 
to come, when it continues to invest its own money and use its own 
laboratories, which it must of necessity do, and if that is made avail- 
able to a limited few, which I envisage, under the licensing section, 
then I say that that limited few will have an advantage which the 
rest of industry will not have. And for this interim period in which 
we expect rapid changes in the technology, I say that the people’s 
interest should be protected, so that it cannot be placed into a mo- 
nopoly pattern by the fortuitous invention or discovery of a favored 
participant in the enterprise within the next interim period, whatever 
it may be, 5, 6, 7, or 8 years. 

Mr. Kenyon. That is the reason for the statement that I just read: 
That our great criticism of this thing is that it goes too slowly. 

I think one of the big advances in this bill is the requirement that 
information, restricted data, be declassified at the end of 3 years. 
That is a tremendous advantage. 

But it ought to be less. 
Chairman Corr. It ought to be what? 
Mr. Kenyon. It ought to be less. 
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Chairman Coxe. Less than 3 years? 

Mr. Kenyon. Less than 3 years. I was talking to the dean of one of 
the great engineering schools last week. He said 2 years would be 
ample. ‘This material ought not to be kept locked up. It ought not to 
be available solely to a privileged few. The information should come 
back to the American people, who paid to collect it. And let them go 
ahead, under the existing rules, to develop it as only the American 
people know how to do, 

Chairman Corte. Mr. Hinshaw, I understand, did not finish his 
question. 

Mr. Kenyon. I am sorry. 

Representative Hinsuaw. I would like to have you give your con- 
ception of how this patent section and these licensing provisions would 
work. Do you think that under this act we have-—— 

Chairman Coxe. As it is. 

Representative Hinsuaw. As it is—that this information is to be 
furnished to a special few? Or is it to be available to all interested 
people, and the establishment of a reactor for purposes of producing 
power licensed to whatever number is decided upon ? 

Mr. Kenyon. My reference was to new section 145, which says 
that— 


No restricted data should be so classified for more than 3 years. 


That says to me that everything must be published within that time. 

Chairman Corr. That isn’t his question. 

Mr. Kenyon. Your question is— 

Chairman Cote. It has nothing to do with restricted data or classi- 
fications. He is talking about patents. 

Mr. Kenyon. Patents? A company comes in and gets a license, and 
from the Commission acquires all of the information necessary to 
proceed in the building of a reactor? 

Representative Hinsuaw. Yes. 

Mr. Kenyon. That will put that company and its employees abreast 
of so much information as Is given tothem. There is no doubt of that. 
And those individuals will be aware of the bottlenecks, problems, and 
so forth, and perhaps will be more likely to come up with independent 
solutions than somebody who didn’t have that information. There is 
no denying that. 

But the important thing that I come back to is: We must have the 
solutions of these problems. If we are to progress, we must break 
these bottlenecks. We must get the information out. And we must 
encourage people to make these inventions. 

The patent that we are talking about now, that has been invented 
by an individual associated with one of these licensees, is going to dis- 
close his way of breaking that bottleneck, which hasn’t been broken be- 
fore. A great step forward will have been taken. But the mere 
publication of his solution of it will suggest other ways of doing it 
to other people. It will not be the monopoly that you are fearing. It 
will be an encouragement to more progress. 

In fact, one of the great advantages of the patent system—— 

Chairman Cote. Why don’t you answer Mr. Hinshaw’s question in a 
couple or three sentences? 

Mr. Kenyon. I am afraid I don’t understand it, then. 

Chairman Cote. Then you might ask him to repeat it. 
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Representative Htnsuaw. My very distinguished colleague claims 
that the person who obtains a license to build a reactor is going to 
obtain some advantage in knowledge that is not available to others who 
might want to obtain such a privilege, and consequently they will be 
in a materially better position competitively than others who did not 
receive such a license. Is that your understanding of the way the act 
is drawn ¢ 

Mr. Kenyon. Whether a corporation that receives a license is 
thereby going to receive more information than anybody else? 

Representative Hinsuaw. Yes. How could they have been on such 
a thing without having the information ¢ 

Mr. Kenyon. Unless the information were open to all 50 that Mr. 
Holifield was talking about, how could any of them bid on it? 

Representative Hinsnaw. That is right. 

Mr. Kenyon. Then is there any discrimination in information? 
Don’t they all have it? Is that the answer? 

I don’t see how people can bid in the dark. 

Representative Hotirretp. Will my friend yield? 

Representative Hinsuaw. Yes. I want to find out the answer. 

Mr. Kenyon. But I would like to say this. The preceding witness 
disclaimed all knowledge about patents. I must be equally humble 
about business matters. My particular speciality is patents. 

Representative Horirietp. My contention, in order that I might 
clarify the record, is very much along the line of the statement which 
you made, in which you said that a limited licensee, a “limited” 
licensee by virtue of the fact that licenses are limited, would be in a 
position to obtain not only existing information but such operational 
experience in the building of a reactor during this interim period of, 
let us say, 5 years, that he would be thereby given an advantage not 
possessed by the person who did not get to be a licensee and who did 
not got to take this knowledge and work with it, and therefore he 
would be in a position to apply for patents over processes and bottle- 
necks and so forth which the other fellow would not have the oppor- 
tunity to do on an equal basis. 

Now, the theory of my line of questioning, very frankly, is that the 
widest possible access to knowledge be allowed to everybody within 
the bounds of security. But I recognize that just saying, “Here is the 
book,” will not carry the same advantage to everybody during the 
next 5 years, when the Government is operating in its own laboratories 
and accumulating a great mass of information which it is making 
available to its licensees. And the licensee himself, by virtue of the 
operational experience in building these reactors, will also have an 
undue advantage over the rest of private industry. 

Now, I recognize that there are problems involved here. And I 
do not want to see the Government maintain a perpetual monopoly. 
But I do think that there is an interim period here, and I believe that 
there are other people who believe the same way, such as the Chairman 
of the Atomic Energy Commission and the members of the Com- 
mission and the President of the United States and others, who do 
believe the same way, that there is an interim period here in which 
the public interest must be protected. And that is why I am not ready 
at this time to open the field completely to a limited few, who I know 
will obtain an te tell ms over the rest of private industry. I want to 
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set them all on the mark even, and I do not believe the time to do it is 

now. I believe it would be after we have at least built 5 reactors, or 

1 complete reactor—although I doubt that 1 would be enough. But I 

will say at least the five reactors which are contemplated, The accu- 
mulation of techniques that will occur in the next 5 years in the build- 
ing of those 5 reactors might be such that the end of that period would 
be the time to set them all on the line and say, “Start the race, boys, 
and the race will go to the one that is the swiftest runner.” That is 
the problem that is the burden upon my mind. And as I conceive it, 
it is my duty in the public interest to express it, along that line. 

Mr. Kenyon. I think that you must take your choice between 
keeping this special under heavy restriction, so that private industry 
cannot go into full gear for this waiting period, or else accepting the 
possibility that some inventions may be made by people working for 
these licensees ahead of the time when the y would have otherwise been 
made. 

But from the point of view of the biggest public interest, it seems to 
me fundamental that we must put every force that we can back of the 
development of peaceful uses of atomic energy. These little prob- 
lems, whether somebody is going to bring a patent suit to try to stop 
somebody else from using a particular invention are microscopic com- 
pared to the great public good of getting all of the economic force 
and ingenuity of our country into this new science. 

And I say again: It may be vital to our national survival. 

Let me just say, on the other side, that even if you have a tremen- 
dously important patent, I have never seen one yet that was used to 
throttle industry. There are a great many important patents that 1 
have know about. They are wisely used. And in the last analysis, 
a court will not issue an injunction which is contrary to the public 
interest—that has been demonstrated over and over again—even 
though the patent be valid. If the issuance of an injunction would be 
contrary to the public interest, as distinguished from private interest, 
the court will not issue the injunction. 

So we should not be afraid of the use of patents that will never be 
made in fact. We are paying too much attention to that, and we are 
letting it slow down the development of this science. 

That is why I say we can’t afford to be timid. We have got to be 
courageous if America is going to retain its strength. 

I recognize the soundness of your questions. 

Representative Hotrrreip. I recognize the validity of your point 
of view, sir. There are two points of view. There is a matter of judg- 
ment as to the adjustment between the two. 

Mr. Kenyon. That is right. 

Chairman Corr. Let me say I recognize the complete inconsistency 
of a posrtion which says we should encourage private capital to get 
into this field but we must tell that private capitalist who is ready 
to take a chance, not knowing that he is going to make a dollar 
or lose his shirt, “If you come into this thing under those conditions, 
and if you learn anything out of it, if you get a brilliant idea, you 
can’t use it. You have to throw it out to the world”: well. now, the 
two positions are completely inconsistent. To the extent that you put 
obstacles in the way of private capital’s coming in, you are going to 
prevent it from coming in and discourage interest in this field. 
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and we have that human 





Mr. Kenyon. We are all human beings, 
nature that responds to incentive. 

Chairman Coie. You have not yet finished your answers to Mr. 
Hinshaw’s questions. , 

Mr. Kenyon. Mr. Hinshaw, will you tell me what part of your 
question I haven’t replied to? 

Representative Hinsnaw. No, I am satisfied. wher! 

I ae neon e a question this morning that probably is quite simple 
to somebody who understands the patent laws and patent conventions, 
but as for us who are not patent lawyers, it puts us a little at sea 
perhaps. 

Supposing under this proposed act, a patentee or proposed patentee 
patents something in a foreign country, and under the patent conven- 
tion seeks to patent that in the United States. It has something to do 
with this nuclear business, so it is subject to the laws and regulations 
of the United States. weey ts 

Supposing we have a compulsory cross-licensing provision in that 
act, as is proposed. Would he be subject to that cross-licensing pro- 
vision if he sought to register his patent in the United States, or 
would he be free of it? 

Mr. Kenyon. I must admit that I don’t know the answer ac- 
curately. I understand that under the international convention all 
of the members have agreed not to impose compulsory licensing re- 
quirements that are effective during the first 3 years of the life of the 
patent. If we adhere to that convention, this particular patent could 
not be subject to compulsory licensing during the first 3-year period. 

Representative HiNsHaw. Would you be willing to confirm your 
conviction as just stated by any research that is necessary ¢ 

Mr. Kenyon. Yes. I would be more than happy to. 

Representative HinsHaw. And submit that as an additional answer 
and addendum to your remarks? 

Mr. Kenyon. Yes, sir, I will do so. 

(The information requested follows :) 

W. SrerRtine COL, 
Chairman, Joint Committee on Atomic Energy, 
Capitol Building, Washington 25 D. C. 

DeaR Sir: You and Representative Hinshaw have asked me whether the 
inclusion of compulsory licensing provisions in the patent section of the act would 
interfere with the requirements of the International convention. 

While there have been no decisions in the United States courts on this issue, 
because we have not had, at least since 1870, any provisions for compulsory 
licensing in our patent statutes, the convention appears to provide against com- 
pulsory licensing during the first 3 years of the term of any patent. 

Article 5A (4) of the convention reads as follows: 

“In any case the issuance of a compulsory license cannot be demanded before 
the expiration of 3 years beginning with the date of the granting of the patent 
and this license can be issued only if the patentee does not produce acceptable 
excuses. No action for the cancellation or revocation of a patent can be in- 
troduced before the expiration of 2 years beginning with the issuance of the 
first compulsory license.” 

The British House of Lords in Parke-Davis 4 Company v. The Comptroller 
General of Patents, etc. (Apr. 7, 1954, vol. XXI, Reports of Patent, Design, and 
Trade Mark Cases 169) has indicated that there is an exception to this rule 
under a special British statute relating to medical products. The British court 
appears to have held the 3-year limit applicable in connection with compulsory 

licensing resulting from abuse of patent rights, such as nonworking or failure 
to use, but inapplicable where the compulsory licensing is based on other reasons. 

It is questionable whether this distinction would be observed in this country 
where, in contrast with the situation in Great Britain, compulsory licensing has 
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had no part in our patent laws and treaties have the force of the supreme 
law of the land. 
Respectfully, 
THEODORE 8S. KENYON. 

Representative HinsHaw. That isall. 

Chairman Corr. While you are researching, Mr. Kenyon, would 
you look into the question ‘of whether it is within the constitutional 
authority of Congress to impose any limitations upon an exclusive 
patent, other than the limitation of time ? 

Before you do that, would you give me your 5-cent curbstone 
opinion on it? In other words, is it within the constitutional au- 
thority of Congress to pass a law requiring compulsory cross licensing ¢ 

Mr. Kenyon. You put the term “e ross lic ensing” in. 

Chairman Coir. Well, compulsory licensing. 

Mr. Kenyon. Compulsory licensing. Well, this is free advice, so 
it is worth just what you pay for it, but I should think that the consti- 
tutional power to grant to inventors the exclusive rights to their dis- 
coveries for a limited period of time would include the lesser power to 
make that subject to diminution. 

Chairman Coir. Any conditions that Congress may want. 

Mr. Kenyon. Of course, the question has never arisen in this coun- 
try. 

Chairman Coir. The attempt, of course, has never been made. 

Mr. Kenyon. It has been raised many times. This Congress has 
had many compulsory licensing bills before it within my memory, and 
they have alw: ays been rejected. I think that the hearings and the 
records on those bills would perhaps be something that would be very 
instructive to you, Mr. Cole. I don’t know just where they can be 
found. But if you would like, I would see what I can find on that 
subject. 

Chairman Corr. Let me only ask this: If you think that it would be 
within the constitutional prerogative of Congress to grant something 
less than an exclusive patent, why do you suppose the framers of the 
Constitution said that for the period of time fixed by Congress they 
may grant an exclusive right? Now, my reasoning is that the Con- 

stitution says that is the only limitation that the Congress can impose 
upon a patent right—the question of time. In all other respects it must 
be an exclusive one. 

Mr. Kenyon. I would like to agree with you completely, because I 
am heartily oppose ” toe ompulsory licensing. 

Chairman Coir. Go back to your book and see if you cannot agree 
with me. 

Thank you very, very much, Mr. Kenyon. 

(The information referred to follows :) 

W. STERLING COLE, 
Chairman, Joint Committee on Atomic Energy, 
Room F-88, Capitol Building, United States Senate Post Office, 
Washington 25, D.C. 


Dear Str: You have asked me to provide you with authorities as to the consti- 
tutionality of compulsory licensing. 

I have been unable to find any judicial authority on this question since there 
have been no compulsory Jicensing provisions in our patent statutes at least since 
1870. Prior to that time there had been provisions in the law for forfeiture of 
United States patents issued to aliens in case of nonworking for specified pe- 


riods (4 Stat. L. 577, approved July 13, 1832, and 5 Stat. L. 117, approved July 
4, 1836). 
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Most of the textbooks which express opinions on this question take the position 
that compulsory licensing would be unconstitutional. 

“In fact, any legislation to make a patent anything less than exclusive (such 
as by compulsory licensing) would probably be unconstitutional” (Hoar, Patent 
Tactics and Law, 3d edition, the Ronald Press Co., New York 1950, p. 6). 

“The Constitution (art. 1, sec. 8) gives to Congress only authority to grant an 
exclusive right to the inventor. Therefore it may well be contended that any 
limitation by Congress, by virtue of which the inventor gets less than the full 
right of exclusion, is not within the constitutional authority of Congress” (Otto 
Barnett, Patent Property and the Anti-Monopoly Laws, (Bobbs-Merrill Co., In 
dianapolis, 1943, p. 37). 

“The words finally chosen for the Constitution seem to allow no limitation on 
the ‘exclusive’ right such as requirements for working or compulsory licenses. 
It seems clear that it would be unconstitutional for Congress to endeavor to 
provide for either type of limitation in patents or copyrights” (Georgetown Law 
Journal, vol. XVII, p. 116, 1928, article by Karl Fenning, Origin of the Patent and 
Copyright Clause of the Constitution, pp. 109-117). 

A notable statement submitted to the Committee on Patents of the House of 
Representatives in reference to the Oldfield bill H. R. 23417 (62d Cong., 2d sess.), 
contains the following: 

“It is, therefore, clear that the framers of the Constitution, 
the power to promote the progress of science and useful arts, were 
direct two things which must be done, viz: 

“(1) that the term of the monopoly should be limited; and 

“(2) that during the limited term there must be secured to the inventor 
exclusive right.” 

The complete statement appears at pages 3-7 of the hearings referred to under 
date of May 8, 1912. 

A contrary view has been expressed : 

“The exclusive right which Congress is authorized to secure to authors and 
inventors owes its existence solely to the acts of Congress securing it, from which 
it follows that the rights granted by a patent or copyright are subject to such 
qualifications and limitations as Congress, in its unhampered consultation of t 
public interest, sees fit to impose” (the Constitution of the United States of 
America, 1952, Edward S. Corwin, editor, Government Printing Office, Wash 
ington). 

The action of the Congress in refusing to enact compulsory licensing provisions 
into the patent law, either in 1912 or on the many other occasions when such 
proposals have been made, is persuasive evidence, at least, of its conclusion that 
such provisions would not promote the progress of science and the useful arts 
and, perhaps, of its conclusion that such provisions would be unconstitutional 
as well. 

However, since 1909 there has been a specific provision in the copyright law 
providing for compulsory licensing respecting copyrights “controlling the parts 
of instruments serving to reproduce mechanically the musical work” (phonograph 
records). This will be found in title 17, United States Code, section 1 (e). The 
section provides for compulsory licensing only when “the owner of a musical 
copyright has used or permitted or knowingly acquiesced in the use of the copy- 
righted work.” Section 101 (e) of the copyright law refers to this as “the com 
pulsory license provision of this title.” 

We have not been able to find any decision in which the constitutionality of this 
provision of the copyright law has been determined. 

Decisions of the Supreme Court on the nature and scope of the “exclusive 
right” granted to patentees under the patent statutes are numerous but we have 
been able to find none that bear directly on the constitutional question here 
involved. 

Respectfully, 
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THEODORE S. KENYON. 


Chairman Corz. Mr. Menke, would you care to give us the real 
reason why you answered Mr. Holifield as you did, or are you willing 
for the record to stand as itis? Or would you like somebody else to 
express your opinion for you? We have had two or three volunteers 
up here. 

Representative Horirrexp. I realize that perhaps I may have spoken 
unwisely, and I want the gentleman to accept my apology if he 
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thought I mean that in a derogatory way. I recognize the right of 
any individual to form a patent for his own selfish interest, and when 
I used the word “selfish” I should have said, perhaps, “private” inter- 
ests, and I certainly meant nothing derogatory. Because I think that 
is the incentive that causes everyone to obtain a patent, and that would 
be the same incentive I would use if I were smart enough to obtain a 
patent, I might say. So I mean nothing derogatory in that remark. 

Chairman Coir. Mr. Menke, let me ask you: W hy would you prefer 
to have one patent in your own name rather than to have access to a 
thousand patents in another’s name ? 

Mr. Menke. I have two questions before me. 

Chairman Cote. In another’s name. I didn’t say the Government’s 
name, 

Mr. Menke. I have two questions. 

I simply would like to reaffirm my previous statement. I did mean 
exactly what I said. And the reason for that is the answer to your 
question of “why?” simply because I believe it would be to my better 
pr ivate interest. I am here speaking in my own interest, and, just as 
Congressman Hllifield said, it would be of more value to me to have 
a single patent which I owned and could derive some revenue from 
than access to a thousand patents which I didn’t own and would 
therefore derive no revenue from. 

Representative Horirretp. Except the use of it, if you happened 
to be operating in a business where you could use it advantageously. 

Mr. Menge. Yes. 

Representative Horirrerp. And if the rights of those other thou- 
sand patentors were exercised to exclude you from it, then there might 
be a question of advantage or disadvantage to you, which would have 
to be considered in comparison to the worth of your own single patent ? 

Mr. Menke. Yes. I am a businessman, and in the hypothetical 
situation which you put I have to give my best opinion as to where 
I would like to be. And I do reaffirm that I would prefer to have 
the single patent than access to a thousand others. 

Representative Horirrerp. The gentleman will understand that I 
meant no personal reflection. 

Mr. Menxe. Thank you. 

Representative DurHam. It is the same principle as the dollar you 
have in your pocket and being able to borrow from a bank. You don’t 
know whether you can get it or not. 

Chairman Core. I was going to express it in a little different fashion, 
and I wouldn’t attempt to indicate that my thoughts interpret your 
own, but to me it is something like a man who is rather hungry, and 
he is satisfied that he would rather have one fish in his basket than 
to have the right to cast his fly over a pool where he knew there were 
a million fish. 

Mr. Menke. Yes, sir. 

Chairman Cotz. There will be no meeting tomorrow morning. The 
next meeting will be in this room at 2 o'clock, when we will have a 
very interesting group of witnesses, representatives of the Board of 
World Peace of the Methodist Church and the National Council for 
the Prevention of War. 

With that, the meeting is adjourned. 

(W hereupon, at 4:15 p. m., Wednesday, May 12, 1954, the hear- 
ing was adjourned until 2 p. m., Thursday, May 13, 1954.) 
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S. 3323 AND H. R. 8862, TO AMEND THE ATOMIC 
ENERGY ACT OF 1946 


THURSDAY, MAY 13, 1954 


Conaress OF THE UNITED STATES, 
Jornt CoMMITTEE ON Atomic ENERGY, 
Washington, D.C. 

The joint committee met at 2:10 p. m., pursuant to recess, in room 
P-63 of the Capitol, Hon. W. Sterling Cole, chairman of the joint 
committee, presiding. 

Present: Representatives Cole (presiding), Van Zandt, Durham, 
and Holifield; Senator Pastore. 

Professional staff members present: Corbin C. Allardice, executive 
director; Walter A. Hamilton and Edward L. Heller. 

Chairman Cote. The meeting will come to order. 

We have again met to continue hearings on a companion bill before 
the House and the Senate with respect to the general amendments to 
the Atomic Energy Act. 

The first witness this afternoon is Mr. James Finucane, the asso- 
ciate secretary of the National Council for Prevention of War. Mr. 
Finucane, you are welcomed by the committee and we are glad to listen 
to your statment. 


STATEMENT OF JAMES FINUCANE, ASSOCIATE SECRETARY, 
NATIONAL COUNCIL FOR PREVENTION OF WAR 


Mr. Frnucant. Thank you, Mr. Chairman. 

I am associate secretary of the National Council for Prevention of 
War, to repeat the identification, an association of private citizens 
banded together to do what is possible by education and legislative 
action to carry out the purpose indicated in the organization’s title. 

I testify today as an interested layman representing the concern of 
our organization with the proposed act to amend the Atomic Energy 
Act of 1946. Like most Americans we are attracted by the prospects 
of increased general prosperity seemingly promised by turning over 
this new source of energy to participation by private industry. We 
are encouraged to learn from the bill that the opportunities for 
medical, agricultural, and industrial research are proposed to be 
expanded. 

However, there are certain sections of the bill after which we would 
like to put a tentative question mark. These are the sections, prin- 
cipally sections 101, 102, and 103, which would put militarily usable 
quantities of atomic fuel into the hands of private individuals. As 
1 understand the situation, the delivery of fuel in quantities of this 
magnitude is far and above any quantities needed for the various types 

251 


17 





48184—54— 


















252 AMEND ATOMIC ENERGY ACT OF 1946 








of medical and other research. The question of large quantities 
needed to run powerplants can be considered then almost entirely 
separately from the question of the small, almost insignificant amounts 
required for research. The power quantities could constitute a pos 
sible military danger. The research quantities, to all intents and 
purposes, would not. 

Assuming this to be a correct distinction, I will point out some 
of the question marks we have, figuratively and actually, put in the 
margins of this bill. They all deal with the power-generation aspects 
of the proposal and their possible effect on our international relation 
ships. 

First, will this bill intensify the arms race? Powerplants using 
atomic fuel produce plutonium, as coal plants produce ashes. The 
bill provides in section 52 that this dangerous residue must be bought 
back by the United States Government. This plutonium ash is prime 
weapons material. It means that the principal ingredient in the 
United States atomic stockpile would be being produced, automati 
cally, in six, a dozen, or a hundred public utility powerplants around 
the country. It would tend to accumulate a stockpile without = 

If and when this bill is voted on shouldn’t it be voted on as if i 
were a decision to expand the Air Force, increase the Army, say, 01 
even like the famous decision to go ahead with the H-bomb? 
Shouldn’t international reactions be given the gravest consideration ? 

The second question mark that we inscribe is: Will it increase the 
danger of diversion, or “bootlegging” ? 

It is a little surprising to see the faith and confidence with which 
this bill proposes to transfer physical possession, though not title, 
of atomic fuel to private individuals and power companies. It is 
surprising because, for 8 long years, our Government has contended, 
and still contends, in the Baruch plan, that the only way to insure 
safe control of atomic fuel is through a single atomic developmental 
authority, owning and operating all plants. The Baruch plan was 
of course addressed to an international problem, but the same techni- 
cal requirements for safe international ownership and operation 
would seem, to a layman, to apply whether the development is under 
national, international, or private auspices. 

Section 54 of the bill under consideration provides that no private 
utility shall make an atomic weapon with the atomic fuel in its 
“boilers.” But the safeguards are only verbal, legal and procedural. 
When you’ve got “the makin’s ” “No Smoking” signs don’t always 
work. 

Might not there arise a larger, more sinister form, under imagin- 
able circumstances, of “gun running to Cuba”? 

A third question mark would be: Will it add to disarmament diffi- 
culties? 

When a powerplant gets 10 percent of its income from selling 
electricity to private consumers and gets the other 90 percent from 
selling plutonium ‘ ‘ash” to the Government for the Government's 
arms program, it is in the armaments business. This, again from the 
layman’s point of view, is a pretty fair picture of how “private” 
atomic power will operate, at least over the next few years. All such 
plants will have to be heavily Government subsidized, up to around 
90 percent, through plutonium purchase by the Government. Such 
purchase is ordered by the bill, as noted above. Section 52, I believe. 
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In a recent speech, March 9, here in Washington, Dr. Henry D. 
Smyth, member of the United States Atomic Energy Commission, 
mentioned that the Government’s reactor now operating in Idaho 
produces power at a cost 10 times what it would cost to buy the same 
amount of current from the Idaho Power Co. Shouldn’t the com- 
mittee think carefully before it allows such a heavy, new, vested in- 
terest in war preparations to develop? Wouldn't it be easier to re- 
duce the Navy, assuming it was desirable, for example, if there were 
no opposition from the vested interests like the shipyards, their sub- 
contractors, and sometimes the unions ¢ 

A secret meeting on disarmament, sponsored by the U. N., and 
uniting the United States, Russia, and other atomic powers at the same 
table, is scheduled to meet in London today, May 13. Morehead 
Patterson, president of the American Machine & Foundry Co., the 
chief United States delegate, will be trying to work out some sort 
of an agreement that will hold off the threat of atomic destruction 
which hangs over us. 

He and his counterparts might arrive at one of a wide variety of 
disarmament agreements. 

First, they might agree on no limits to the manufacture of atomic 
weapons, but a ban on their use. In this case, all the increased dangers 
of diversion arising from this bill, would hamper the ironclad applica- 
tion of the ban. 

Second, they might agree on a reduction in the size of each country’s 
atomic stoc kpile to a certain number. Having privately run plants, 
manufacturing atomic fuel scattered all around the country, would 
surely complicate t the problem of inspection and control. 

A neutral-nation inspector, for example, might find it difficult to 
say, seeing a new atomic reactor being built in Philadelphia, wheth 
it was intended m: ainly to provide kilowatts for Philadelphia or mega- 
deaths for some more distant city. 

As another type of disarmament possibility, the easiest way to in- 
sure international control on which the negotiators might agree—and 
incidentally, it would probably be the most foolproof way to insure 
international control—our negotiators might agree to do away entirely 
with all plants capable of making A-bombs, which, of course, would 
include all the public utility plant components providing atomic 
power to turn generators. 

Suppose this agreement were arrived at some years from now, a 
considerable time after the passage of this bill. What would we 
do then for a substitute power-generation system in many parts of 
the country? Shouldn’t we avoid building an economic dependence 
on this type of fuel which our long-range interest in peace might 
sometime lead us to renounce? 

It is obvious that the drafters of the bill have not been unaware of 
the need for caution in proceeding with actual power projects, once 
the bill were passed. The excellent requirements provided in section 
102 for deliberation and for a report to Congress on each type of 
project before it is undertaken are highly desirable. 

We think that full deliberation along such lines is also desirable a 
this prepassage stage. 

If, after deliberation, the committee decides to report the bill, we 
would recommend the addition of a recapture amendment to make pos- 
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sible the earliest and most expeditious compliance by an atomic-energy 
industry with an international disarmament agreement, when one is 
arrived at. 

Here is a rough text somewhat similar to section 109, the section 
of the bill now dealing with war or a national emergency. We urge 
it in addition to the provisions of section 121 on international : 
rangements in order to supply affirmative, advance approval by both 
Houses of the necessar y domestic changes which an atomic disarma- 
ment agreement would bring. 

This suggested amendment reads: 

Whenever the United States enters into an international agreement for dis 
armament, the President is authorized to suspend or limit any licenses granted 
hereunder if in his opinion such action is necessary for faithful execution of 
the agreement. The President is further authorized at such times, if he finds it 
to be necessary for faithful execution of such agreement, to recapture any 
special material licensed hereunder, and he is authorized to direct the entry 
into any plant or facility to obtain such material. Just compensation shal 
be paid for any damages caused by the recapture of any special material. 

Chairman Corr. Thank you, Mr. Finucane. 

Before turning the meeting over to the members of the committee 
for questioning, I want to make certain that you will agree with me 
that any interrogation of you which indicates a disagreement with 
your views does not necessarily mean that the person opposing your 
views is for that reason in favor of war. 

Mr. Finucane. No, of course not. 

Chairman Core. Thank you. Now are there any questions from 
members of the committee? 

Thank you for your suggestion, Mr. Finucane, but I think it is not 
essential that it be written into the law, the additional section which 
you provide, because section 121 which recognizes the possibility of 
international agreements and international arrangements, whatever 
the terms of those agreements or arrangements may be, will to the 
extent they conflict with this law supersede this act. So I am sure 
that if there is any future international agreement for disarmament 
or discontinuance of atomic energy, that will require the recapture of 
the material by this Government and discontinuance of the plants. 

Mr. Finucane. Mr. Chairman, I noted that excellent section in the 
existing bill, but the thought occurred that a treaty would only require 
the approval of the Senate and the House would not have a chance to 
pass on it when it came back. And also, both Houses giving express 
advance approval might constitute an encouragement to the negotia- 
tors as an expression of the wish by Congress to see something of that 
nature come into effect. 

Chairman Coir. Mr. Durham? 

Representative Durnam. I want to correct your thought in just one 
section of your written statement here, that is, that it does not take 
large amounts of fissionable material in reactors for medical research. 
They do carry very high radiation and require a large amount of 
fissionable material. I want that to go into the record about using a 
large amount because you do use a large amount. 

Mr. Finucane. Mr. Durham, as I understand the situation—and, 
incidentally, all the witnesses who appear before you are at a consider- 
able disadvantage because of your privileged access to all the informa- 
tion which even those who read all the published materials do not have. 
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| think, Mr. Durham, it would not be necessary to have a large grant 
of materials to private industry to carry on that medical research 
because sufficient materials could be irradiated or made radioactive 
with the existing Government facilities. I do not know whether that 
is a correct statement but I have heard it on good authority. 

Representative Durnam. You say researc h, too, would not require 
a large amount of fissionable material, but they actually do require a 
large amount of fissionable material. 

Mr. Finucane. Thank you. 

Chairman Coir. At another point in your statement you raise the 
question, which I think I can bring out best, perhaps, by quoting it. 
You say: “If and when this bill is voted on er t it be voted on as 
if it were a decision to expand the Air F orce, increase the Army, say, 
or even like the famo us decision to go ahead w ith the H-bomb ?” 

Of course, it is not at all analogous, because if it were the fact that 
the material which is a byproduct of these reactors, electric power on 
the one hand, fissionable material on the other—if that fissionable 
material could be only used for weapons, then the analogy would be 
more accurate. But since the same byproduct of a reactor can also 
itself serve as a charge or fuel for other reactors, the analogy falls. 

If you had said, “Isn't it similar to a decision of whether to e xpand 
the Air Force or to make gold?” then I would agree with you. But it 
is not necessary that all of t he by product t materials be used as we: ipons. 

Mr. Finucane. Mr. Cole, would it be correct to say that the analogy 
is partially correct? I could refer to a recent statement by one of the 
witnesses who appeared before you, Mr. McQuillen, who is counsel 
for Dow-Edison & Associated Cos., including the Ford Motor Co., and 
who presumably is well informed on the quantity of fissionable mate- 
rial that would accumulate as a result of this program. He used the 
expression on page 3 of his statement— 

It would tend to accumulate a stockpile without limit. 

Does not that have some military significance ? 

Chairman Coir. That is what we are doing down at Fort Knox, is 
it not? We are getting a stockpile without limit down there, but it 
is not a stockpile of weapons. 

Mr. Finucane. It is a stockpile within the limit of appropriations, 
and this would be a stockpile beyond any limit. 

Chairman Corr. A stockpile, but not necessarily a stockpile of 

-apons. 

Then again your point No. 3. You twice emphasized that a reactor 
would devote 10 percent of its product to electricity and 90 percent 
to weapons material, and that is not necessarily the ratio. It could be 
the exact opposite. It could devote 90 percent of its energy into 
creating electric power and 10 percent into a byproduct. 

Mr. Finucane. I used the most extreme and most—— 

Chairman Core. I know you did, and your statement reemphasized 
it, but you did not point out the possibility of a smaller percentage, 
and that is what I am doing right now. 

Mr. Finucane. I used the most extreme example for illustrative 
purposes, but I was thinking in terms of commercial circumstances 
under which these plants would be built and put into effect. Even 
if the subsidy to them from the Government were only 5 percent, it 
would be a make-or-break subsidy ; and their ability to stay in business 
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and continue to operate at a profit, which I assume is the only condition 
under which they would stay in business, would depend on this sub- 
sidy from the Government. And apparently this difference—even 
though it were 5 percent, or could be as low as 5 percent—at any rate 
under present circumstances, Mr. Chairman, I think it would probably 
be considerably more than that. 

I noted in the paper the other day the Atomic Energy Commission 
was building a powerplant for operation of its purifiers down South 
some place, and I noted they were building a coal station. This 
further confirms the impression that at the present stage of develop- 
ment of the technique, it is not possible to operate atomic plants com- 
mercially with only a 5 percent subsidy. 

Chairman Corr. The Atomic Energy Commission is building a coal 
ana ; did you say ? 

Mr. Finucane. One of the new diffusion plants which is being built 
down South. The existing sources of electric power in that area are 
not great enough to supply it with what it needs, so a new power 
station is being built, and that is a coal station. 

Representative Horrrrecp. I think you are substantially right. 
Whether it is being built or being planned to be built, that is the seb 
lem. We have built them before and private industry has also built 
them. 

Chairman Coxe. I just wanted to make sure I understood what he 
meant when he said they were building a coal station. You mean a 
powerplant fueled by coal ? 

Mr. Finucane. That is what I meant; yes, sir. 

Chairman Coiz. The only other point I want to raise, Mr. Finu- 
cane, is where you raise the question of whether it is wise action or 
policy to deve lop this new type of industry which, from your stand- 
point, is so dependent on Government subsidies, and which is also so 
directly related to production of war weapons. You ask the ques- 
tion: “Wouldn’t it be easier to reduce the Navy” if we did not have 
any shipyards? 

By that I do not think you can mean the only reason our Government 
maintains the Navy is because we have some private shipyards around 
the country. 

Mr. Finucane. No. In reading this, incidentally, Mr. Cole, I 
inserted an aside there to the effect, if it were desirable, and I mean 
if it were agreed upon. 

But there have been times in the past when it has been agreed upon 
to reduce the Navy when private interests have put up bitter fights 
against it. There is the case of a lobbyist named William Shearer, 
who was retained by an American “ hipbullaing association, who sued 
his employers, a group of American shipbuilders, in the 1920’s for 
failure to pay him an agreed fee for sabotaging the Washington 
Naval Conference. 

(Letter of correction, supplementing Mr. Finucane’s testimony 
follows :) 

NATIONAL COUNCIL FOR PREVENTION OF WAR, 
Washington 6, D. C., May 18, 1954. 
Mr. W. STERLING COLE, 
Chairman, Joint Committee on Atomic Energy, 
United States Senate Post Office, Washington 25, D. C. 

Dear Mr. CHAIRMAN: You are absolutely right in your interpretation of what 
happened at the Washington Naval Conference. This I learn after consultation 
with reliable sources. 
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The case of William Shearer, which I mentioned, occurred in connection with 


the Geneva Naval Conference several years later. This latter disarmament 
conference is usually conceded to have been a failure and part of the responsi- 
bility is usually attributed to Shearer’s activity on behalf of the American 


shipbuilders. 
Where I said Washington, I should have said Geneva. I hope it will be possible 
to get this correction into the record of the hearing before it is printed. 
Thank you and best wishes. 
Sincerely yours 
JAMES FINUCANE, 
Associate Secretary. 


Chairman Cote. The Washington Naval Conference was sabotaged 
in 1920? 

Mr. Frnucane. An attempt was made to sabotage it, and to the 
extent that he saved the interests of the shipbuilders, to the extent 
that it did, Mr. Shearer thought he was entitled to a fee of a certain 
size. I think it was $225,000. He entered suit for it and the suit was 
entertained by the courts. I do not recall the disposition of it. 

Chairman Coir. Obviously he did not win because he did not 
succeed in torpedoing the conference. 

Mr. Finucane. He did not succeed in torpedoing it, but he may 
have slowed it down. I do not recall the details. It is all history to me. 

Chairman Core. Are there other questions of Mr. Finucane? 

If not, thank you very much for your statement. 

Mr. Finucane. Thank you for the opportunity to appear. 

Chairman Core. The next witness is Mr. Charles F. Boss, Jr., execu- 
tive secretary of the Board of World Peace of the Methodist Church. 
Mr. Boss, you are welcome. I understand you do not have a prepared 
statement, but you may wish to submit one at a later time, but for the 
time being you desire to make some oral re presentations. 

Mr. Boss. Yes, sir; that is correct. 

Chairman Core. We will be happy to hear them. I hope that you 
can consolidate your thoughts reasonably concisely because there is 
a rolleall in the House, and since at the moment there are only House 
Members in attendance, I would hate to have to adjourn the meeting 
and then have to come back. So if we can conclude in the next 10 
minutes, I think we will be able to accomplish both hearing you and 


attending the rollcall. 


STATEMENT OF CHARLES F. BOSS, JR., EXECUTIVE SECRETARY, 
BOARD OF WORLD PEACE OF THE METHODIST CHURCH 


Mr. Boss. Mr. Chairman, I think perhaps I can do that. 

I want to first express appreciation to you, as chairman, and to 
the other members of the committee for permitting me to appear before 
the committee, if that is in order. The favorable reaction to the 
application of atomic energy to peaceful purposes we believe is all 
but universal. Everyone knows of the wave of new hope that swept 
over the world following the President’s address in the United Nations 
Assembly last December 8. 

In the bill, chapter 1, section 1, you begin with a purpose of accom- 
plishing the m: ximum contribution to the general welfare. The same 
section (b) makes reference to the goals of world peace, the general 
welfare, increased standards of living, and to the fostering of our 
system of private enterprise. 
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This afternoon, as I explained to the clerk of the committee, and 
as has been explained here, I requested that 1 be permitted to raise 
some questions, the answers to which I consider relevant and indeed 
essential to the drafting of a statement with reference to the proposed 
bill, and to submit a text to the committee subsequently. 

My first question is: In the present form, is the bill best calculated 
to inspire cooperation? Is it best designed to attract qualified scien 
tists and to present a base for ready and full cooperation with the 
proposal made by the President ? 

I am raising the questicn, Mr. Chairman, because in reading and 
reflecting upon the bill it seemed to me that it was perhaps spelled 
out in such detail, with perhaps the legal detail required for certain 
purposes connected with atomic energy, , and possibly such restrictions 
as might be necessary to certain development in the field of atomic 
energy—but possibly not relevant to the peaceful uses of atomic 
energy. And this led me to raise the question whether or not the 
bill in its present form is best calculated to carry out the President’s 
purpose. 

I can see that all of that detail, and possibly some witnesses would 
think more, might be necessary with reference to the development of 
nee energy for defense purposes and for necessary security. But 

I do raise the question as to whether or not there may not be a value 
in the development of a separate bill presenting legislation that would 
be designed primarily to implement the President’s proposal. 

That. proposal sent a wave of hope throughout the world. I am not 
sure that the knowledge of the bill designed to implement that, as 
included in this present proposal would inspire that same hope. So 
1 think that is one question that I bring to the committee. 

Chairman Core. Frankly, I do not understand your last thought 
there, Mr. Boss. You say you are not sure that the fact that this bill 
contains provisions which would carry out the program of the Presi- 
dent in the international-pool agreement would not inspire the same 
degree of hope that the original proposal inspired. Is that what you 
said ¢ 

Mr. Boss. Yes. I have in mind the fact—of course, I realize that 
this legislation is domestic legislation, this is something the United 
States has legislated as a bill to go into law, it is a document. But 
even that raises, it seems to me, the question—if we consider that 
we are inviting and have through the President invited other nations, 
our allies and even the Soviet Union, to enter into a pool of atomic 
energy to be used for peaceful purposes, I am questioning whether or 
not even in the light of at least their temporary reply that under pres- 
ent negotiations ‘they rejected the idea—whether or not there might 
well be 2 bills, 1 of which was set up legislatively to care for the Presi- 
dent’s proposal, and another that would deal’ specifically and fully 
with the necessary security regulations, et cetera. 

Chairman Corr. The only difference would be that by using 2 bills, 
1 specifically to cover the international aspect of the pool, you would 
focus attention on that one objective. 

Mr. Boss. That is correct. 

Chairman Corr. Rather than this bill focusing attention on three 
objectives. 

Mr. Boss. That is my thought. In other words, you would have 
to have some cross-reference. I realize that. But it would focus the 
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attention of the Nation and the world on the President’s proposal 
and would indicate that Congress is supporting it, legislating for it, 
opening the way, and indeed inviting cooperation at this point. That 
is my thought. 

Chairman Core. Well, that can be advocated and founded with 
respect to this bill, that the Congress recognizes the desirability of 
the President’s plan, so much so that the Congress is enacting legis!a- 
tion to make it possible. Now if there are people in the country and 
in the world who are more interested in the international pool of 
atomic energy than they are in generating electricity in the United 
States, why, they can devote and concentrate their thoughts and their 
voices and their pens to that aspect of this bill. 

Mr. Boss. I know that can be argued. It may be that what I am 
talking about is the psychological effect of the bill. I recognize that. 

Chairman Coxe. But it also entails delay. You recognize that too, 
lo you not? If you were to divide these three subjects into one or 
more bills, it would require additional time to obtain enactment by 
the Congress, and to that extent it would postpone the time when 
people such as yourself who approve of the President’s international 
Sold could go out in the world and say, “See, the Congress approved 


the one, too.” Set ie 31 Jai) 
Mr. Boss. I think we would support the bill in either direction, 


and we might be favorable to all the purposes that are involved in 
this bill. But I would like in submitting my paper, I think, to at- 
tempt to speak nevertheless to this, and it is one of the questions I 
did want to raise with the committee. If you have in your own 
judgment decided upon something, that is that; but I would still 
like to address myself to that. 

Chairman Coxe. I can only speak for myself. I have decided in 
my own judgment I think so highly of the President’s United Na- 
tions proposal that I am unwilling, I am anxious that I am not re- 
quired to wait until after the last “t” is crossed and the last “i” is 
dotted of an international agreement which might carry that into 
effect before Congress passes the necessary legislation to make it 
legally possible. So that I am ready to prepare the legislation and 
vote on it now to make it possible. 

Representative Hotirretp. Mr. Chairman, may I comment on this 
point ? 

Chairman Core. Certainly. 

Mr. Boss. Surely. 

Representative Hoxtrrecp. I would like to say to the gentleman, if 
he is under any illusion that this is for the purpose of carrying out 
the President’s atomic-pool plan, that I would like for him to disabuse 
his mind of that illusion. This only approaches in a very mild way a 
restricted and limited area of possible interchange of information. 
It does not, in my opinion, touch 1 percent of the area which would 
be legislated if the President’s atomic-pool plan should become a pos- 
sibility. The President can propose by treaty anything that he wants 
to propose without any reference at all to this bill. So this bill, in 
my opinion, would not hinder the President from proposing legisla- 
tion which he has not proposed and which he probably cannot pro- 

pose until he has some kind of an international agreement. And at 
the same time this theory that my chairman has advanced of putting in 
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this bill implementing clauses is, in my opinion, fallacious because the 
legislation—and I say that in all kindliness because it is a difference 
of opinion between the chairman and myself—the real legislation 
which must come to implement the P resident’s proposal is a greatly 
different kind of legislation than this particular legislation. 

In my opinion, the witness is right when he says that this does fail, 
and as far as I am concerned I do not propose that this legislation 
fill the requirements which we do not know how to fill until we are told 
what is wanted. 

That is two different viewpoints you may have. 

Mr. Boss. Mr. Holifield— 

Chairman Core. Let me interrupt you for a moment to inquire of 
mv friend? 

Mr. Boss. Certainly, Mr. Chairman. 

Chairman Core. If I am to understand from his statement that 
he made that he is not in favor of the purposes sought by President 
Eisenhower in his speech in the United Nations in December. 

Representative Hotrrrme.p. I am 100 percent in favor of it 

Chairman Coir. Then I misunderstood. 

Representative Hoxirrerp. But my remarks were directed to the 
fact that this bill is not an implementation of that idea or that plan. 

Chairman Corr. I am glad to hear it. 

Representative Hotirmp. Because we have not had the suggestion 
of the President submitted to us. When we do get it, undoubtedly it 
will be handled in the form of a treaty and handled on the Senate 
side. 

Chairman Corr. I am happy to have that assurance from the gen- 
tleman because I fear I did misunderstand and misinterpret his state- 
ment. 

Of course, you must appreciate, Mr. Boss, that when my friend from 
California says that this bill does not carry out the President’s 
U. N. pool plan, he is expressing his own opinion of the interpreta- 
tion of this bill. 

Mr. Boss. I do. 

Chairman Coir. Now I can assure you with equal confidence that 
in my opinion this bill does carry out the President’s international- 
pool plan. 

Mr. Boss. Thank you. I will consider both points of view when I 
prepare my statement which you kindly said I may file with the 
committee. 

I would add another point; namely, that it seems to me in the 
development of atomic energy for peaceful purposes, certainly in some 
of these fields, that a great deal of the security detail does not apply 
in the same way. I cite that only because it raises in my mind the 
question of whether atomic scientists who, even in this country, be- 
cause of certain conditions-of which I would not want to enter into 
now, raised questions concerning academic freedom and the right to 
think their way through these things, and to exchange views et cetera, 
would even be more greatly accentuated as a problem when we think 
of the atomic scientists of our allies in Great Britain and Canada, 
Denmark, even to go that far with it. 

Chairman Coir. When do you think your statement will be avail- 
able, Mr. Boss? 
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Mr. Boss. I shall go to work preparing it as soon as I finish. I go 
from here to Boston and will prepare it. I have only another ques- 
tion or two. 

Chairman Corr. Do you think you can think better up there than 
you can here in W ashington ¢ 

Mr. Boss. No. I am going back to my office in Chicago and prepare 
it there. 

Chairman Cots. I thought vou said you were going to Boston. 

Mr. Boss. I am going to Boston to speak, and then I will go back 
to my office in Chicago. 

Chairman Coxe. It is not important when you do prepare it, but 
if you are anxious to have the committee have the benefit of your 
views, I suggest you have it within the week. 

Mr. Boss. I shall do that. 

I have 1 other question to place before the committee, 1 other 
that I think is important. I just referred to the fact that it seemed 
to me the security provisions, many of the details, are not pertinent, 
for example, to certain exchanges which are going on now and i 
fields which are already known. 

Chairman Coie. That is a question you raised before I interrupted 
you about your statement. You pointed that out a few minutes ago. 
Mr. Boss. I had a little different idea there, but that is all right. 

I would like to go to the fourth one then. I realize this is, of 
course, as I stated before, domestic legislation, it is United States leg- 
islation, yet somewhere it seems to me we ought to take cognizance of 
the fact that we have been unable to negotiate international arrange- 
ments which make toward successful plans for disarmament through 
the Disarmament Commission of the United Nations. 

Now I realize the shaping - of proneene which would come “" ack 
for legislation from such a body, if negotiation is possible, is one 
aspect of it, but certainly negotiation may be furthered if we can 
find some liberalization, perhaps, or less reasons for presenting the 
exact specific forms that were presented in our original proposals. 

I was for those proposals, Mr. Chairman, and our Board of World 
Peace was, and I think our church was. We felt it was a great offer, 
a great gesture to the entire world when those were submitted in 
1946. I followed those through. I was a nongovernmental consultant 
at San Francisco and spent more than 2 months there in collaboration 
with the United States delegation. I went to Paris during the Sixth 
General Assembly specifically to follow through the United States 
proposals for disarmament. 

The facts are, we have not been able to negotiate at that point, and 
now with the knowledge of the dreadful consequences of not only 
atomic, but hydrogen bombs, I think the world is waiting for some 
thing new, something inspiring, some possibility of negotiation, be- 

cause in some Ways we are either going to have to find ways to negotiate 
these differences or perish, that is, large areas at least of human life 
and possibly vast areas of our cities. 

I think we have some such choice as that we have to make, and 
so I am just raising the question. I want to make certain presenta- 
tions in my statement, but I am raising the question as to whether 
or not we have gone as far as we can in this legislation in opening 
the way for possible further approaches to other nations through 
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our Department of State and our delegation in the United Nations 
for negotiation at this point. 

I think, sir, since you asked me to be brief and try to close early-——— 

Chairman Corr. I can cancel that out now because it is too late for 
me to accomplish what I had in mind. So we can sit here for the rest 
of the afternoon and talk, if you wish to. 

Mr. Boss. That is all right. 

Chairman Core. I am curious to know, Mr. Boss, what basis for 
optimism you have of expecting any ultimate success in negotiations 
between nations, when you must recognize that some of the nations 
are completely unwilling to negotiate except upon their own terms. 

Mr. Boss. I do recognize that, but then conditions change, just as 
the headlines on our policy in Indochina have changed day after day. 

Chairman Coreg. I was not aware of that. 

Mr. Boss. You have not been aware that the headlines have been 
changing ? 

Chairman Core. I am constantly aware of the changing of head- 
lines, but I am not aware of any change of policy. 

Mr. Boss. I think that I would have to consider myself that there 
have been some modifications and new statements of policy even on 
that. But I would like to go to the basic question. 

I do not have any hope at the moment that we will negotiate, 
but I think that we ought not to give up hope, because conditions 
change, the pressures on nations change. Whether or not the Soviet 
Union will continue to feel it is in a position to hold off negotiation 
endlessly is a question. I think at the present moment they have 
shown every evidence not to negotiate, and it is a great disappoint- 
ment that they could not at least find their way into cooperation in 
this proposal of the President’s. 

I watched the faces of Vishinsky and Gromyko at the United 
Nations. I think they were deeply interested. There was not the 
usual attitude or the attitude frequently found on their part. Their 
applause seemed to be genuine. It certainly broke out spontaneously 
with the rest. 

Chairman Corr. When was this? 

Mr. Boss. This was the day the President made his address before 
the United Nations. 

Chairman Corr. And immediately afterward Vishinsky said Russia 
would have nothing to do with it. 

Mr. Boss. Not immedi: itely ; but the next day, I think. 

Chairman Cote. It was a matter of hours. 

Mr. Boss. Well, that was a matter of hours. That would be in- 
structions from the Kremlin. I was thinking of personal impressions. 

Chairman Cotz. It was instructions from the Kremlin which told 
him to backtrack, and the immediate result was that he said they 
would not have anything to do with it. 

Mr. Boss. I am glad you have the inside on what happened. I de 
not know. 

Chairman Corz. I do not either. I just read the headlines in tha 
paper. I was not there at all. 

Mr. Boss. I assume they have telephonic communication, and cer- 
tainly the Soviet Union did agree to consider the matter, and those 
considerations have gone on. What their willingness to do that 
and to publish that had to do with their hope of softening things 
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at Berlin, and then Geneva, I am not aware, but all of those factors 
enter in, of course. 

I think the United States, though, is in the position to take some 
initiative in this world, and I think many nations are waiting for it. 

Chairman Coz. In this world? 

Mr. Boss. In this world. 

Chairman Coie. Take some initiative in what? 

Mr. Boss. In the world. 

Chairman Coir, W-o-r-l-d? 

Mr. Boss. What is that ? 

Chairman Coxe. Neither one of us can hear very well today, ob- 
viously. Go ahead. 

Mr. Boss. I have in mind the new headlines that deal with the inde- 
pendence, for example, of Indochina. That will, I think, have a re- 
sounding effect in large areas of the world and may do more good than 
our offer of a few more guns, at some point. We will awaken some- 
thing in the whole Asiatic world by our standing out now for the thing 
that has been an aspiration in American life and one of our great con- 
ditions, and the goal we have believed in, and that is independence and 
self-government and freedom for our people. 

I am just saying that perhaps initiative at a point of that sort in 
this present crisis may do a great deal in turning minds to us. 

I think the President’s proposal awakened hope in men around the 
world that the United States would find a way through. 

Now all I am suggesting with regard to negotiation is that we are 
all aware of the dangers that confront us in terms of the type of 
weapons that are possible, not only the atomic and hydrogen, but the 
possibility of some nations who might resort to bacteriological war- 
fare. I do not think ours would, but I think scientists think it possible 
in any country and inany war. And when we are confronted with that 
I am merely saying that in the legislation we set up, the more we can do 
to open the way to keep taking the initiative in the direction of world 
peace, as is stated in this bill as one of the objectives, that the more 
constructive I think we can be. 

Chairman Corte. Therefore, I find it difficult to see the strength of 
your reasoning which cautions us, the Congress, to delay taking 
action to enact that legislation and to make possible the proposal of 
President Eisenhower to the United Nations. 

Mr. Boss. I was talking about two proposals, the one of the Presi- 
dent in the United Nations for the development of atomic energy. 
But the question which precipitated this last discussion was the ques- 
tion of trying to find some new approach in the Disarmament Commis- 
sion of the United Nations. I have the feeling that our Department 
of State is going to do something more in this field than it has been 
doing. 

Certainly I can express the hope that it will, in the naming of some 
well-chosen, outstanding man who would have the confidence of Con- 
gress, who will be given the assignment of undertaking the explora- 
tions in this field of disarmament. 

We certainly must take every opening we can find with our allies, 
with nations that have perhaps a less close rel: ationship to us and yet 
which are open to proposals from the United States, and to take ad- 

vantage of any opening which may occur in the Soviet policy. 
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I do not pretend to know very much about the Soviet policy, any- 
more than anyone else. But conditions change in Russia as they 
change here, and I think we ought to be prepared to act when the 
time comes. 

Chairman Cote. Thank you, Mr. Boss. I am sure that the hope 
that you have expressed is shared by millions of people, not only in 
this country but in the world—the hope that the Soviet may see the 
light and be willing to sit down around a conference table to negotiate 
our differences with honesty and sincerity, and determine to find a 
solution. But I personally am hopeful that you will recognize that 
our hopes do not have much foundation upon which to rest. 

Mr. Boss. Mr. Chairman, I do not have in mind that it is a simple 
matter of talk around the table. The United States and other nations 
are using a variety of pressures upon the Soviet Union, they are mak- 
ing appeals to people throughout the world. I think there has been, 
no doubt, perhaps a little temporary setback, if I can read things 
rightly at the moment, but I think we have the message that does 
appeal to most of the nations of the world. 

I believe, having been since the war 2 years in Czechoslovakia and 
Poland, 1 year, through the good offices of General Keyes and M: ajor 
Kartinoff, I crossed the lines into Budapest, I have the feeling in 
these nations there is still a great residual base of desire and hope and 
longing for the kind of freedom and democracy we have in the United 
States. And if one gets in and talks with persons who are friends, 
and some who are not, as has been pointed out in one series of articles 
on Poland, you find underneath this a longing for the thing which 
America has stood for through a century and a half. 

For those reasons, I say that it is not merely a hope, a forlorn hope, 
or a naive hope, that the Soviet Union representatives will espe 
become nice people and sit around the table and negotiate. I mea 
that conditions change and we help them to change, and should do so 
in order to follow all of the nonviolent means we can to help produce 
the situation where the Soviet Union will negotiate in its own interest 
and not simply because they have somehow changed character over- 
night. So it is not an unrealistic thing that I am hoping for, it is 
something that the realism of our world, as it moves on, will bring 
about and perhaps offer us opportunities. 

Chairman Cotz. Thank you very much, Mr. Boss. 

Mr. Boss. Thank you for the opportunity of being here this after- 
noon. 

Chairman Corr. And you will submit a paper? 

Mr. Boss. I will submit a paper within a week. 

(The material referred to follows :) 


STATEMENT TO THE JOINT COMMITTEE ON ATOMIC ENERGY WITH RESPECT TO BILL 
H. R. 8862, SUPPLEMENTING, By PERMISSION OF THE JOINT COMMITTEE, TESTI- 
MONY PRESENTED By Me As A WITNESS IN THE HEARING, IN THE CAPITOL, 
WASHINGTON, D. C., May 13, 1954 


(By Charles F. Boss, Jr., executive secretary, board of world peace of the 
Methodist Church) 


Mr. Chairman, and members of the Joint Committee on Atomic Energy, may 
I express my appreciation to you for a to file this statement supple- 
menting my remarks at the hearing on May 13. I would be remiss if I did not 
express appreciation for the work done by the committee on the bill referred 
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to, including as it does many hopeful new avenues which should make for 
progress in terms of purposes stated in the bill. 

In the preparation of my questions and remarks below, I have studied the bill 
and have compared it with the Atomic Energy Act of 1946, and I have reviewed 
again the address of the President, of December 8, 1953; the address of the 
Chairman of the Atomic Energy Commission, Mr. Lewis L. Strauss, before the 
Los Angeles World Affairs Council on April 19, as printed in the Department 
of State Bulletin of May 3; the Bulletin of the Atomic Scientists; and a number 
of other documents pertinent to the proposed bill H. R. 8862. Looking at the 
problem from the point of view of a layman, it appears that the general public 
may have the following objectives in mind as we think of a bill on the subject 
of atomic energy. No doubt these—and perhaps others—are considered to be 
adequately included in chapter 1, under section 1 (a) and (b) on purpose. 

I believe the people want provisions to achieve the following objectives: 

1. The achievement of providing for all mankind the benefits of the peaceful 
use of atomic energy, applied “to the needs of agriculture, medicine,’ and 
“abundant electrical energy in the power-starved areas of the world,” as pre- 
sented by the President, on December 8, 1953. 

2. To find a way through effective international agreements, inspection, and 
control, to remove the fear of war hanging over the world—war fought with 
atomic, hydrogen, and/or other weapons of mass annihilation. 

3. To free all atomic energy information possible that is not essential to 
security classification, in order that an increasing number of scientists, through 
research and experimentation, may have access to the means of contributing 
to the welfare of all mankind. 

4. To provide for security from attack and from the theft of essential infor- 
mation which might be used against our national security. 

5. Legislation which maintains free competition without special privilege, 
and which adequately protects against a trend toward monopoly on the manu- 
facture of, or benefits resulting from, the wider use of atomic energy for medicine, 
agriculture, electric power, etc. 


QUESTIONS AND COMMENTS 


1. I should like to comment, Mr, Chairman, on one item in chapter 1, section 
1b. I note in the Atomic Energy Act of 1946 the reference to “strengthening 
friendly competition in private enterprise.” It is possible that the term, “foster 
our system of private enterprise,” is held to include this, but would there be 
any harm done by adding the words, “strengthening free competition,” so that 
the end of item b would read, “and foster our system of private enterprise by 
strengthening within it free competition”? 

2. I note also, Mr. Chairman and members of the joint committee, that under 
“Purpose of Act,” in the bill of 1946, there was the phrase, ‘fostering private 
research and development.” This is omitted in the new bill. Assuming that 
it is the intention to “foster private research and development,” might this not 
be specifically added? 

3. Does this bill provide adequate legislation to implement the address of the 
President delivered in the General Assembly of the United Nations, on December 
8, 1953, proposing an International Atomic Energy Agency for the pooling of 
limited amounts of atomic energy for peaceful use, such as the field of medicine, 
agriculture, and electric power in power-starved areas of the world? It does 
not seem to the witness that the legislation adequately presents the President’s 
proposals. 

If this is the case, the reason might very well be that Congress expects the 
President to submit legislation with specific reference to the same. It is also 
possible that the joint committee assumes that if and when the President enters 
into treaty arrangements with other nations, and the treaty is submitted to 
the Senate for ratification of a two-thirds vote of the Senate, that, in accordance 
with such treaty when ratified, revisions can be made in the existing Atomic 
Energy Act; and, such additional legislation enacted, as may be necessary to 
enable the United States to properly function in accordance with the treaty. 

The point is that the witness considers the present bill as not adequately pro- 
viding for the full range of the President’s proposal. On the other hand, I am 
in sympathy with the remark of Chairman W. Sterling Cole during my testimony, 
that a revised atomic energy bill be adopted in the present session of Congress. 
Developments in this field, the necessity for getting on with research and devel- 
opment not falling within the scope of security arrangements, and the necessity 
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for finding avenues which might free the world from the depressing fear now 
hovering over it, are arguments for the adoption of revised legislation in the 
present session. In stating this, I am mindful of a sentence from the address of 
President Eisenhower in the United Nations Assembly, December 8 last, “But 
I know, above all else, that we must start to take these steps—now.” The 
President, of course, stated that he ‘‘would be prepared to submit to the Congress 
of the United States, and with every expectation of approval, any such plan that 
would” accomplish the four objectives which he outlined. 

Should it be found that the implementation of the President’s world-inspiring 
proposal should be handicapped by the present bill, one can only express the 
devout hope that the joint committee would act promptly in placing additional 
legislation before Congress. 

4. My review of the sections dealing with the classification and declassification 
of information for research and experimentation for medical and other peaceful 
uses of atomic energy raised some questions which I shall deal with under the 
head of “Summary.” 

SUMMARY 


By way of summary and conclusion, may I cite the following points: 

1. We are deeply concerned that the President's proposal for an International 
Atomic Energy Agency does not appear to be adequately dealt with in bill 
H. R. 8862. Possibly a congressional resolution expressing full support of the 
President's proposal, if adopted by the House and Senate, might open the way for 
a request for more precise legislation by the President. 

2. We are concerned that provisions be adopted permitting an early establish- 
ment of an International Atomic Energy Agency. If the Soviet Union is not yet 
prepared to cooperate, perhaps the United States should proceed with the United 
Kingdom, France, Denmark, Canada (perhaps others) with the door left open 
for the inclusion of the Union of Soviet Socialist Republics under conditions 
which might later persuade them to join in their own, and in the world’s, interest. 

3. We are concerned that nothing in legislation adopted by Congress would 
handicap the President in proceeding to negotiate with other nations, as sug- 
gested above, in effecting a treaty or treaties for the purpose of creating an Inter- 
national Atomic Energy Agency. Furthermore, since other nations may also be 
involved, it may be assumed that the President, in accordance with his address 
before the General Assembly of the United Nations, December 8, 1953, might 
further such an International Atomic Energy Agency as a part of the United 
Nations. We are concerned that, with all speed possible, the proposed legislation 
should help further fresh approaches through the United Nations Disarmament 
Commission, agreement on a disarmament plan including effective international 
control and enforcement. Provisions originally made, known as the Baruch 
proposal, were advanced in a situation when the United States alone had access 
to the atomic bomb. Now, the Soviet Union has, apparently, both the atomic 
bomb and the hydrogen bomb. Likewise, certain of America’s allies possess the 
knowledge and presumably the bombs. Some points stressed by Baruch may no 
longer be relevant, as, for example, the veto. Violations of atomic agreements, 
if and when made, seem to make the veto at this point irrelevant. In the light 
of the increasing knowledge of atomic-energy production and the development of 
atomic bombs among other nations, perhaps fresh approaches should continue to 
be made at every turn of the road, in the search for international agreement and 
adequate international control. 

4. We are concerned that the commission form of management be continued, 
that the independence of the individual members and the planned variety of legal 
and technical backgrounds of members be safeguarded. We urge that the fullest 
democratic action in the committee be maintained, and with ample opportunity 
for contact with the President, and for informing the President on the various 
points of view and disagreement, should this occur within the Commission. 

5. We are concerned that the widest possibility of free, competitive develop- 
ment be exercised under the bill when adopted, and that legislation prohibiting 
trends toward a concentration of monopoly of atomic-energy development be 
strictly enforced. 

6. My reading of the bill raises the question, as to whether or not the legis- 
lation may not be unduly restricted where unclassified information is concerned. 
Could a larger amount of such unclassified information be released, this might 
well result in wider research and experimentation on the part of a much larger 
number of individuals and interests. I understand that the file contains some 
60 million documents or items, classified under formerly existing conditions, but 
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which if reviewed now, could result without any danger to military defense of 
national security, in the declassification of considerable information that would 
be helpful in carrying out the President’s proposal for the peaceful use of atomic 
energy. 

In conclusion, Mr. Chairman, may I express the hope for myself and many 
others that the United States will boldly take and hold the initiative in this 
inspired hope created by the President, and in carrying out the proposals and 
plans which he presented, which properly excited the interest of the entire 
world. Consideration might well be given to proposals such as that expressed 
by Hon. William O. Douglas, Associate Justice, United States Supreme Court, 
in his address on May 10, 1954, in the Hunter College auditorium: 

“We were the ones who first scorched a city with the bomb—and that city was 
in Asia. Let us, in humility, take to Asia an atomic plant dedicated to peace. 
It will speak more eloquently than any propaganda of the devotion of America 
to the interest of the common man, whatever may be his creed or color.” 

Mr. Chairman, my thought follows this proposal of Justice Douglas, and one 
can see the possible effects throughout Asia of such a plant developed in cooper- 
ation with, for example, India. 


Chairman Core. The meeting will adjourn, to meet tomorrow 
morning in this same room at 10 o'clock when we will meet to hear 
the witnesses who have previously been scheduled to appear. 

(Whereupon, at 3 p. m., Thursday, May 13, 1954, the meeting was 
adjourned until 10 a. m. Friday, May 14, 1954.) 
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S. 3323 AND H. R. 8862, TO AMEND THE ATOMIC 
ENERGY ACT OF 1946 


FRIDAY, MAY 14, 1954 


CONGRESS OF THE UNITED STATES, 
Jornt CoMMITTEE ON ATOMIC ENERGY, 
Washington, dD. Cd. 


The joint committee met at 10 a. m., pursuant to recess, in room P-63, 
the Capitol, Hon. James E. Van Zandt, presiding. 

Present: Representatives Cole (chairman), Van Zandt (presiding), 
Senator Pastore, Representatives Hinshaw, Jenkins, Durham, Holi- 
field, and Price. 

Professional staff members present: Corbin C. Allardice, executive 
director; Walter A. Hamilton, and Edward L. Heller. 

Representative VAN Zanpr. The hearings will come to order. 

Our first witness this morning is Mr. Andrew J. Biemiller, a mem- 
ber of the national legislative committee of the American Federation 
of Labor. 

In welcoming Mr. Biemiller, we recognize him as a former member 
of the House and a good friend of all the members of the committee. 

You may proceed with your statement. 


STATEMENT OF ANDREW J. BIEMILLER, MEMBER, NATIONAL 
LEGISLATIVE COMMITTEE, AMERICAN FEDERATION OF LABOR 


Mr. Bremivier. Thank you, Mr. Chairman. 

My name is Andrew J. Biemiller. 1 am a member of the national 
legislative committee of the American Federation of Labor. I am 
appearing here on behalf of that organization. 

Last July I had the pleasure of presenting the views of the Ameri- 
can Federation of Labor on the broad policy issues involved in the 
future use of atomic energy. Certainly no group in America has more 
at stake. As citizens, as taxpayers, as workers we are concerned that 
this source of great potential future power should be used for the 
greatest advantage of the American people as a whole. 

Our 1953 convention, held in St. Louis, September 21 to 25, inclu- 
sive, adopted a policy statement on this question which reads in part: 

The potential use of atomic energy for creative and productive purposes is 
truly enormous. The time is rapidly approaching when public policy will have 
to come to grips with issues involved in the use of this new source of productive 
power. Atomic energy itself and technology arising out of nuclear fission must 
remain in the public domain. To the extent that national security and public 
interest are kept inviolate, there should be full and free access to private invest 
ment and enterprise for civilian use of atomic energy. Private enterprise in 
production or services made possible by atomic energy must be competitive. 
There is no room for private monopoly in any part or phase of atomic energy 
269 














70 AMEND ATOMIC ENERGY ACT OF 1946 








industry. Materials, equipment, scientific technology or engineering skills of 
this industry must not become the exclusive preserve of any private corpora- 
tion. 

We call for an explicit declaration of congressional intent that when produc- 
tion of atomic power is realized, it be produced and distributed so as to serve 
the national welfare and be made available to consumers at the lowest possible 
rate consistent with sound business principle. 

As recognized in the original McMahon Act, the introduction of atomic energy 
for use as a source of productive power may lead to substantial economic dis- 
locations. In ord: to assure orderly introduction of this new source of power, 
without impeding technological progress, it is important that the necessary con- 
trols, including Government-licensing arrangements, be maintained to govern 
the industrial application and private use of atomic energy. Such licensing and 
other controls over use of atomic power should not be put into effect before a full 
report has been made to Congress by the Atomic Energy Commission of the 
social and economic consequences of such use and a full public review of its 
implications. 

This hearing is concerned with H. R. 8862, a bill introduced by Rep- 
resentative Cole, the distinguished chairman of this committee, de- 
signed to make certain amendments to the original McMahon Act. 

Undoubtedly, the most controversial aspect of the proposed amend- 
ments to the Atomic Energy Act involves the extent, if any, to which 
the processes of atomic energy should be opened to private business. 
Up to now, this question has largely been academic. Atomic energy 
developments have been almost ‘exclusively devoted to the develop- 
ment and improvement of military weapons. Everyone has recog- 
nized the necessity for full Government ownership of all the basic 
processes relating to these military developments. 

Now, for the first time, the country is faced with the very real possi- 
bility that atomic energy can be made practical for a number of 
peacetime civilian uses. One of the most important developments 
is the use of fissionable material as a substitute for conventional fuels 
to generate electric energy. At the present time, the technological 
problems involved in produci ing fully competitive atomic generators 
of electricity appear quite formidable. The reactor business is still 
in an experimental stage. There is no reason to suppose that the use 
of waterpower or conventional fuels as a primary source of electric 
energy is immediately on the way out. 

On the other hand, considerable progress has been made in recent 
years. Three weeks ago, one of the members of the Atomic Energy 
Commission delivered an important address in which he made some 
interesting speculations into this question. He posed two hypotheses 
with different assumptions regarding the sctheinal progress that 
would be made in this field. Under one assumption, about 5 million 
kilowatts of nuclear capacity for electric power would be in operation 
in 1975, generating about 35 billion kilowatt-hours, 2 percent of esti- 
mated United States electric output. 

Under the second assumption, 1975 would see a capacity of 21 mil- 
lion kilowatts of nuclear power. This capacity might generate a total 
of 147 billion kilowatt-hours, or over 10 percent of the country’s total 
electric requirements for that year. 

In either case, the country is faced with a very real question: In 
what way can we best assure the most rapid and at the same time or- 
derly and equitable development of the peacetime civilian use of 
atomic energy ¢ 
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At least a partial answer to this question is given by the present 
Atomic Energy Act. Section 7 (b) of the law states as follows: 

7 (b) Report to ConGress.——Whenever in its opinion any ‘industrial, com- 
mercial, or other nonmilitary use of fissionable material or atomic energy has 
been sufficiently developed to be of practical value, the Commission shall prepare 
a report to the President stating all the facts with respect to such use, the Com- 
inission’s estimate of the social, political, economic, and international effects of 
such use and the Commission’s recommendations for necessary or desirable sup- 
plemental legislation. The President shall then transmit this report to the Con- 
gress together with his recommendations. 

To our knowledge, no such report has yet been filed. We believe 
the time has come when the “industrial * * * use of fissionable ma- 
terial for atomic energy has been sufficiently developed to be of prac- 
tical value.” We therefore ask that such a report be filed before the 
Congress considers basic amendments to the present law. 

These hearings now being conducted would rest on far firmer ground 
if the Joint Committee on Atomic Energy, the individuals and organi- 
zations appearing before it, and the general public had available to 
them the type of report envisioned by this provision in the law. 

In these hearings two points of view have been advanced regarding 
the relation of Government and business to the development of atomic 
energy for peacetime civilian use. There are some who feel that this 
entire development must continue to remain completely in the hands 
of the Federal Government. These people argue that this new indus- 
try is of such overriding importance to our economy that it must con- 
tinually remain a Government monopoly. 

On the other hand, there are those who argue that this develop- 
ment must be left completely in private hands. Under their proposal, 
individual private ownership and operation of all atomic power- 
plants would prevail without any more Government restrictions than 
apply to existing electric utilities. 

We do not agree with either of these two points of view. In our 
opinion, it seems clear that a developing industry of such potential 
cannot remain a Government monopoly. There is a clear role for free 
competitive enterprise to play. However, the people of the United 
States have a unique interest and investment in the peacetime use of 
atomic energy which requires that their Government insist upon cer- 
tain safeguards and protections to guide the private development of 
atomic energy. These safeguards must have four aims: 

1. To protect at all times the military security of this country. 

2. To assure at all times that the development of this new industry 
is fully in accord with the principles of our competitive economy. 

3. To insure to the public a return on the more than $11 billion 
which the people have already invested in the development of atemic 
energy. 

4. To assure the minimum possible economic and social dislocation 
in terms of employment, capital investment, and community interests. 

Our attitude can be stated by reiterating part of the official state- 
ment of the American Federation of Labor at its 1953 convention: 

Atomic energy itself and technology arising out of nuclear fission must remain 
in the public domain. To the extent that national security and public interest 
are kept inviolate, there should be full and free access to private investment and 
enterprise for civilian use of atomic energy. Private enterprise in production 
or services made possible by atomic energy must be competitive. There is no 
room for private monopoly in any part or phase of atomie energy industry. 
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Materials, equipment, scientific technology, or engineering skills of this industry 
must not become the exclusive preserve of any private corporation. 

The bill which is now before this committee proposes a number of 
different steps to stimulate private development of peacetime atomic 
energy. However, the bill does not take what might be called the final 
step allowing for unlimited private ownership of productive facilities 
for atomic energy. On this issue, the chairman has explained the 
meaning of the proposal in the following words: 

Title to reactors and other facilities utilizing or producing special materials 
is allowed to be held by the private persons who would be lice nsees. 

Thus the private developers would hold title only on the basis of : 
license granted by the Atomic Energy Commission. We think it 
quite important that that licensing arrangement be maintained and 
that the act spell out clearly the conditions, standards, and require- 
ments under which the license is granted. 

We have a number of comments to make regarding specific provi- 
sions in the proposed bill. 

1. Patent provisions: Perhaps the most Important change to encour 
age private investment and development is the revision proposed 
the new section Lo! which would substantially broaden the area in 
which the Nation’s normal patent system would be allowed to | perate. 
The revision would not allow private individuals to patent any and 
all inventions covering all aspects of atomic energy since any inven 
tion which is useful solely in the utilizaton of so-called special mate- 
rial in military weapons would not be subject to private patent. How- 
ever, under the proposed amendment, inventions useful in the produc- 
tion of fissionable material would be restored to the private patent 
system. 

We oppose the purpose of this proposal, we believe that the pro- 
posal in its present form fails completely to protect the publie interest. 
We be lie ‘ve the re should be an absolute ban o1 patents on the produe 
tion of special materials for atomic energy. 

With the amendment in its present form. there is very real danger 
that a few corporations can establish a tight monopoly of atomic 
energy production for civilian use. Let me explain the problem as 
we see it, a problem which has developed slowly through the years 
but which has now assumed substantial proportions. 

A number of prominent American corporations have been able to 

get in on the ground floor” of this new development by virtue of the 

fact that they have been selected by the Atomic Energy Commission 
to perform work under Government contract which either has had 
a direct bearing on the peacetime development of atomic energy or 
else in the course of a military project has given these corporations 
free insight and information useful in developing a civilian atomic 
energy industry. 

Under a private patent system, the country runs the grave danger 
of allowing these corporations to build for themselves a particularly 
tight monopoly against any newcomers who might have equal enter- 
prise or initiative but who might lack certain technical knowledge or 
competence. While the proposed changes in the law are purportedly 
drawn to encourage private initiative and development, the danger is 
that its provisions would place those corporations already well experi- 
enced in atomic know-how in a special position where they could exact 
monopolistic exploitation of this most valuable resource. 
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For the patents which are permitted by the present law, this dan- 
ger is minimized by the operation of section 11 (ec). This provision 
authorizes the Commission in certain limited circumstances to deter- 
mine that certain patents (essential in the process of utilizing fission- 
able material) are patents “affected with the public interest.” For 
these particular patents, the Commission is authorized to direct their 
compulsory licensing. In other words, the Commission has the power 
under these circumstances to determine that a single individual 
corpors ation cannot become the sole beneficiary of the process or inven- 
tion covered by the patent. 

The propos sed bill would eliminate this section. It is true that the 
Commission has not up to now utilized this authority. Nevertheless, 
even though this power may always be held in reserve and never 
utilized, we feel most strongly that this compulsory licensing author- 
ity is a most important instrument for insuring the development of 
competitive conditions in the field of atomic energy. 

In fact, President Eisenhower specifically recognized this in his 
message of February 17, 1954, when he stated: 


Until industrial participation in the utilization of atomic energy acquires a 


broader base, considerations of fairness require some mechanism to assure that 
the limited number of companies, which as Government contractors now have 
access to the program, cannot build a patent monopoly which would exclude 


others desiring to enter the field. 


It is our understanding that at the present time the chairman of this 
committee has asked the Attorney General whether this provision 
for compulsory licensing would violate the United States Constitu 
tion. We feel confident that this arrangement is constitutional. If 
for any reason the Attorney General rules that it is not, we would 
take the opportunity to present to this committee possible alternative 
methods to accomplish the objective we seek—namely, to eliminate 
the possibility that a monopoly could develop from the issuance of 
private patents in this atomic energy field. 

2. Declaration: The proposed amendment carries an entirely new 
section 1 as the law’s declaration of United States policy. The word- 
ing of one of the aims of this legislation has been changed from 

“strengthening free competition in private enterprise” to “foster our 
system of private enterprise.” 

I realize that the chairman believes that this does not re —— a 
change in substance but only a slight difference in language. Yet, I 
suggest that the Commission itself, its staff, and the judiciary which 
has to interpret the law may very well receive a quite different inter- 
pretation from the new wording. 

Under the present law, the mandate in the law is quite specific: 
the law must operate directly to “strengthen ne competition.” In 
the proposed amendment, the language is vague and undefined 
There are many rulings the Commission might cae and many regula- 
tions it might issue which could meet the requirement to “foster pri- 
vate enterprise,” but fail to “strengthen free competition.” 

We urge that on this question the present language of the law be 
retained. 

Representative H1nsuaw. I may say, Mr. Biemiller, that the com- 
mittee has decided to make no change in that language. 

Mr. Bremitter. I am very pleased to hear that, Mr, Hinshaw. 
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Representative Horirreip. I might say that there are other places 
in the bill, however, where this same thought of strengthening free 
competition has been deleted from the present bill; and that if this is 
put back in at this point in order to be consistent, in order not to 
nullify the placing it in at this point, it will also have to be placed 
in other portions of the bill, I will call your attention to those points 
when I find them in the bill. 

Representative HrnsHaw. I am sure the committee will consider 
those points in executive session. 

Mr. Bremitter. I would assume that would be a logical conclusion. 
Representative Hortrtetp. We want some public testimony on it, 
though, in order that the committee may know that the same logic 
that applies to the deletion of the words “strengthening free compe- 
tion” in the first instance is also carried out in other sections of the 
bill, where harmonious language to that thought has also been deleted. 

Theerfore that is why I bring it to your attention in public session. 

Mr. Bremitter. It would certainly be our view, in line with our 
basic statement of policy which I read in opening this testimony, that 
we want the bill in every possible way, shape, form, and manner to be 
designed to strengthen free competition. 

Now to return to my prepared statement 

Representative Hottrreip. Will the gentleman desist ? 

Mr. Bremiier. Certainly. 

Representative Horrrretp. I now have the section. The section is 
section 7 (c) in the McMahon bill, under the head of “Issuance of 
Licenses.” There have been two deletions in that. One deletion is 
the words— 





to encourage similar activities by as many licensees as possible. 


That has been deleted from the old section and is not carried forward 
in the new bill. Then the words— 

where activities under any license might serve to maintain or foster the growth 
of monopoly, restraint of trade, unlawful competition, or other trade position 
inimical to the entry of new competitive enterprises in the field, the Commission 
is authorized and directed to refuse to issue such license or to establish such 
conditions to prevent these results as the Commission, in consultation with the 
Attorney General, may determine. The Commission shall report promptly to the 
Attorney General any information it may have with respect to any utilization 
of fissionable material or atomic energy which appears to have these results. 

This is a clear antimonopoly position. It is a clear direction to the 
Commission to take such steps as are necessary to prevent the growth 
of monopoly in the first instance. Those words have been deleted 
from the bill, the old bill, the McMahon bill, and to the best of my 
knowledge equal language has not been inserted in the Cole-Hicken- 
looper bill; and I call that to the attention of the witness and ask him 
if his same line of logic in reference to strengthening free competi- 
tion—the deletion of the words “strengthening free competition”— 
does not apply also to those sections? 

Mr. Bremer. I should certainly think, Mr. Congressman, as I 
stated a moment ago, that our basic position clearly indicates that we 
would want that language or something quite comparable to it restored 
to the bill. 

Representative Honirmpp. There is language in the Cole-Hicken- 
looper bill, but it is not language, in my opinion, equivalent to this 
language which has been dele ted. 
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Mr. Biemitzer. I shall be very happy to call this particular problem 
to the attention of our attorneys and research staff and submit evidence 
to you on that matter. 

Licensing arrangements: The proposed amendment makes a sub 
stantial change in chapter 10 in the duties of the Commission with 
regard to questions of monopoly. 

The present law specifically directs the Commission to make certain 
that the activities of any licensee does not “foster the growth of monop 
oly, restraint of trade, unlawful competition, or other trade position 
inimical to the entry of new, freely competitive enterprises in the 
field.” 

Under the proposed law, this language is completely deleted and 
in its place is inserted a proposed section 106 which relieves the Com- 
mission of any remponsihilitg except to follow the findings of other 
Government agencies concerned with the question of monopoly. <Ac- 
cording to this section, a license can only be revoked if the following 
.s edure is followed: 

The licensee was charged by the Attorney General or the Federal 
Trade Commission with violation of the Sherman or C layton anti 
trust laws. 

After the usual lengthy proceeding, the licensee is convicted of 
violation of the law. 

3. After further lengthy proceedings, the conviction is upheld by 
the courts. 

The Commission then “may establish a reasonable time within 
wh such licensee shall have purged himself of such violation.” 

At the end of this time the Commission “shall revoke such licenses 
g aie under the terms of this act as it believes desirable.” 

It seems quite clear to us that under the proposed procedure the 
Commission is absolved completely from any responsibility for mak- 
ing certain that the activities of its licensees contribute to the strength- 
ening of free competition. The Department of Justice and the Fed- 
eral Trade Commission are not familiar with the special problems 
involved in the atomic-energy field. Even though they might try to 
be alert as they possibly can, the effect of this provision is to open the 
door to the forces of monopoly. 

The important fact which this committee must keep in mind is that 
the danger of monopoly lies in the immediate future, not 10 or 20 
years hence. The danger develops as the Commission grants licenses 
for the construction of reactors and for other facilities to deve ‘lop 
the peacetime use of atomic energy. A provision which requires no 
action until many years after the commission of monopolistic prac- 
tices would be a cruel deception to the American people who insist 
that this new industry adhere closely to the principles of our free 
competitive economy. 

We urge the committee to retain in the law the deleted language 
in section 103 dealing with the question of monopoly. 

Senator Pasrore. On this point, Mr. Biemiller, I have just been 
informed by the members of the staff that the Attorney General’s 
department has been invited to rewrite this entire section on anti 
trust provisions. And I merely make the suggestion that you follow 
that through and have your staff, or your research department, give 
us their views with reference to the modifications when they are 
made. 
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Mr. Bremiuirr. Thank you, Senator, and we certainly will take 
cognizance of that matter and furnish you with the information you 
request. 

Representative Honirmetp. Mr. Chairman, I would like also to say 
that there is a great deal of the language in this bill that is being re- 
written at the present time, and therefore it is quite probable that a 
greatly different bill may come out because of the language changes. 
In case that happens, do you not think that the rights of the Ameri- 
can people would be best protected by allowing these witnesses who 
have testified on this form of the bill to have time to study the new 
draft of the bill and also come forward and give us their opinions on 
changes, vital changes, which may be made in the bill before it is 
submitted to the Congress for action, in order that we might also have 
their opinion on the changes as well as on this original draft ¢ 

Mr. Bremrter. We most certainly should desire such an oppor- 
tunity. 

In getting together this testimony, upon which several of our staff 
worked, we discussed just that possibility, recognizing that already 
certain changes had been made or probably agreed upon. We did 
not have those in front of us, because they were done in executive 
session, as we understand it. 

Representative Horirrerp. Of course, you recognize that this is 
not the committee bill, not a bill that has been approved by this 
committee. 

Mr. Bremiiier. We recognize that. 

Representative Horirretp. This is a working draft that has been 
prepared by some very hard-working members of the committee staff. 
And you also are aware that it has not received the approval of the 
executive agencies, are you not? 

Mr. Bremiier. I am aware of that fact. 

Representative Hoxtrimexp. It has not gone through the Budget 
Bureau in its present form, nor has it been “approved by the executive 
departments that are involved in the legislation. 

Mr. Bremiuurr. I cannot say too strongly that our organization 
believes this is the most important legislation before the Congress of 
the United States affecting the future welfare of the people of this 
country. We hope we will have every opportunity for full and com- 
plete and frank discussion of legislation that is finally brought before 
the Congress, and we would welcome an opportunity to make com- 
ments on whatever bill the committee itself finally brings forth as 
its bill. 

Representative Hinsuaw. I think that everyone is aware that the 
committee has taken no action on this bill, that it is a proposal merely 
for the purpose of discussing the various changes and provisions that 
should be made in a new or amended law, and that it is the intention, 
of course, as is customary, for the committee to go into executive 
session on the proposed bill, act on it, and, before it is reported out, 
submit it to all parties in interest or who have contributed to the 
discussion during the hearings at least, for their comments. 

Mr. Bremiuuer. I am sure also, Mr. Chairman, that this committee 
has that matter well in mind, due, among other factors, to the fact 
that you are a joint committee, and there will not be the customary 
opportunity of presenting testimony before one of the other Houses, 
which might amplify previous testimony that witnesses have presented. 
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Representative HinsHaw. We intend to be quite careful in the han- 
dling of the matter, and when we get ready to present it to the Con- 
vress, vote it out of the committee, it will have been given as thorough 
a going over as the Seon can possibly give it, inc luding he iving 
the benefit of the study by such organizations as your own. 

Mr. Bremiiter. I want to emphasize that we stand ready at any 
time to work with your staff or committee members in any way that we 
can be helpful in getting the best possible bill drafted. 

Representative Hinsoaw. We thank you. 

Mr. Bremer. Because we feel that this legislation, I repeat, more 
than anything else the Congress is working on, may have tremendous 
ultimate effects upon the welfare of our people. 

Representative Hinsuaw. We believe so also. 

Mr. Bremiiirr. I am sure you do. 

Representative Van Zanpr. I think it should be mentioned that we 
have been working on this legislation over a period of several months 
in an effort to perfect a bill, and look forward to another opportunity 
of further perfecting the bill in the weeks to come. 

Mr. Bremuer. As I stated a few moments ago, Mr. Congressman, I 
did have the pleasure of appearing at your exploratory hearings last 
year, and we were delighted the committee held that set of hearings. 
We think they had value. We are naturally pleased that you are 
now getting down to more concrete proposals. And when you get 
your final proposals, we will be ready to comment on them also. 

Representative DurHam. Of course, the Congress has had the matter 
before it since 1946, the nature of this problem, 

Representative HinsHaw. We recognize, Mr. Biemiller, the diffi- 
culty that persons testifying before this committee have, in that they 
niust realize, as we do, of course, that this is a tentative bill, prep: ared 
not by the committee itself, but by the committee staff and others, and 
that certain changes have been agreed to already by the committee 
before its presentation. 

Mr. Bremritier. Next, Mr. Chairman, I desire to discuss the ques- 
tion of labor relations in the atomic program. You will recall that I 
testified last July before this committee that as private enterprise 
enters the atomic field we expect labor to be free to carry on normal 
collective bargaining activities. 

Labor relations in the atomic energy field began under unusual cir- 
cumstances. This vast new endeavor was launched in wartime under 
military auspices when the Manhattan District was organized by the 
Army engineers. Naturally the production of the atomic bomb had to 
be carried on under the most stringent secrecy requirements. Thus, 
serious obstacles were thrown in the path of normal collec tive bar- 
gaining and union activity. The American Federation of Labor co- 
oper: ated fully in working for continuous uninterrupted production 
on atomic bomb projects. We voluntarily waived certain bargaining 
rights and cooperated fully with a necessarily strict security program. 
We recognized that in a secret weapons program there were sound 
reasons for a rigid security program. 

The labor relations situation has been further complicated by the 
practice initiated by the Manhattan District and carried on by the 
Atomic Energy Commission of doing most of the work of the atomic 
program through management contracts let to large industrial firms. 
One unfortunate aspect of the contractor method of performance 
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has been that the Atomic Energy Commission has become management 
oriented. 

It is worth noting that the membership of the Atomic Energy 
Commission and other top jobs in that agency have been filled by 
individuals drawn from the legal profession, government, business, 
and finance. Corporation lawyers, investment bankers, government 
bureaucrats would seem to be blessed in some mysterious manner with 
a genius for administering atomic-energy affairs that has been denied 
to trade-union leaders and officials. We believe that in the ranks of 
organized labor there are many able and public-spirited adminis- 
trators who could bring a fresh view to the Atomic Energy Commis- 
sion and its work and perform a very useful service. 

We continue to appreciate the need for rigorous security in the 
Weapons program. But we do not intend, Mr. Chairman, to permit 
the ery of security to be raised and used as a club to beat down legiti- 
mate activities of labor by management interests who make profits 
from the atom. We repeat that if there is to be free private enter- 
prise in the atomic field so must there be free collective bargaining. 

We know that there will always remain certain legitimate security 
problems in the atomic field and we shall at all times be ready to sit 
down and discuss them with appropriate officials. In this connection 
we submit that the creation of a labor-management advisory commit- 
tee would be invaluable in helping the Commission formulate admin- 
istrative policies and procedures that will facilitate amicable labor 
relations and orderly progress in atomic-energy development. 

Senator Pastore. May I interrupt at that point / Let me ask you 
the question specific ally: Do you see anything in the proposed bill 
that would obviate or circumscribe labor-management activities on the 
part of management and labor ? 

Mr. Bremitierx. No; we see nothing there. Weare simply, however, 
taking this occasion to again say as we did last July, that once atomic 
energy is used in the general industrial field, we don’t want to see 
it then considered as a separate kind of an operation so far as labor 
relations are concerned. We have been willing to do that under a 
weapons program, but we want to make certain that that does not 
continue. However, we do recognize that there still remains a certain 
kind of security proble m. While you have relaxed security by per- 
mitting the use of special materials for industrial uses, we know that 
there still may be compen security aspects. And it is that aspect of it 
particularly that we want to talk out, that we want to have a chance 
to make sure that ices is an understanding, and we believe, as we 
state here—and incidentally, there is formal convention action on this 
matter—we believe that the creation of a special labor-management 
advisory committee to the Commission, on this kind of question, would 
be valuable. 

Senator Pastore. Would you think that the Commission could do 
that without anything being written into law, or would you think it 
would be better to write it into law? 

Mr. Bremitter. I think it is preferable to write it in. I am not 
sure it couldn’t be done otherwise, but I think it is preferable to write 
it in. 

Senator Pasrore. Would you submit to the committee a draft, s 
that we can look at it? 
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Mr. Biemituer. I will be gladto. I might add, since we have raised 
this question, that we think there are other aspects of the problem, 
besides the fairly narrow field of labor relations, in which a labor- 
management advisory committee could be of value. 

Senator Pasrore. In other words, if I understand you correctly, 
you agree that the tenor of this proposed legislation is such that if 
private enterprise is allowed to participate in this program, you would 
return, naturally, to the customary law with reference to bargaining 
bet ween management and labor / 

Mr. Bremitier. Right. 

Senator Pastore. But there may be a gray area, because of this 
security business, where you ought to have better liaison and better 
understanding through this advisory committee ? 

Mr. Bremer. And we frankly don’t want to see management in 
& position to raise the cry of security without having had the matter 
talked out so that we know where we are. 

Representative Horirimip. On that point, does labor, organized 
labor, as represented by the different CIO and AFL unions, feel that 
during the past 7 years they have had this kind of consideration ? 

Mr. Bremitier. There have been some instances where labor rela- 
tions have become quite strained. This has happened more often 
on construction projects than it has on operating prodlems, although 
there have been some troubles there. 

Representative Horirretp. I realize that the construction projects 
have been one thing, but on your operating projects, has not the appeal 
to public opinion ‘and to the workers alw: ays been: “Well, this is a 
vital 24-hour operation. You cannot strike. You would cause great 
damage to the continuity of production. And therefore you cannot 
use your economic right of collective strike action, because you would 
inflict a damage upon the Nation.” ? 

Isn’t it true that that argument has been used, and that labor unions 
have been forced, you might say, or coerced, by an appeal to public 
opinion, to refrain from asking for adjustments which have been 
given in other sections of industry ? 

Mr. Biremitier. That is correct. That has happened in some in- 
stances. It happens sometimes, too, in matters that are not major, but 
the kind of matters which irritate workers tremendously. For exam- 
ple, under that kind of an argument, there has never been, in some 
operations, an attempt to sit down and work out jurisdictional prob- 
lems, which are very vital to workers. And the answer has always 
been: “No; we have got to go ahead. You waive these rights. What 
we say, what man: wement says, goes.” It is that kind of thing that, 
because the weapon of secrecy has been used, we want to be sure does 
not obtain once we get into industrial use of atomic energy. In fact, 
we are constantly discussing with the Commission ways ‘of trying to 
straighten it out under present operations. That leads us to ‘believe 
that we can meet this problem when we come into the wider industrial 
use of atomic ener 

Representative asseman, As a matter of fact, in the operational 
field, the record of labor has been outstanding in continuity of opera- 
tion and absence of strikes, a great deal of it just because of that rea- 
son, that an appeal has been made that great damage would obtain. 
And I point out that in some instances that appeal has been fraudu- 
lent, because several operations have been shut down due to technical 
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difficulties without damage. I am speaking particularly of the Oak 
Ridge installations when I bring this point up. 

Mr. Bremiiier. My attention was recently called to a situation at 
Oak Ridge where there had been a shutdown of X number of days. 
It doesn’t seen: to have destroyed the whole process. You are right. 
It has happened. 

Representative Hotirm tp. When I used the word “forced” a minute 
ago, of course I meant in the sense of coercion by an appeal to public 
opinion. f : 

Mr. Bremiiuer. It is a subtle exercise of moral coercion. That is 
what has gone on. 

Senator Pastore. On that very point, Mr. Biemiller, don’t you en- 
vision, in connection with this program if this legislation should pass, 
that really the people who would be working on this phase of the pro- 
gram, if we get into the industrial phase of it, would be people who 
belong to the present unions of the present companies ¢ 

Mr. Bremiiier. Yes. 

Senator Pastore. I mean, I don’t want to argue with you, but I 
want to remove any complications if we may. 

Mr. Bremiiier. Senator, I want to point out that that is true at 
the present time also, but the secrecy argument is used by management. 

Senator Pasrorr. No; that isn’t exactly true, because the only ac- 
tivity you have now is for weapons production. Now, this is going 
to be completely industrial and peacetime. 

Mr. Bremer. Senator, I evidently didn’t make myself clear. I 
am pointing out that in terms of management-labor relations, what- 
ever conferences are held today are held between Union Carbide and 
Metal Trades Council—we call it the Atomic Trades Council—down 
at Oak Ridge, to use one illustration, since we started on that. So 
that you are having, to that extent, the normal kind of bargaining 
relations. We don’t bargain with the Commission. We bargain 
with the management of the respective contractors. 

Senator Pastore. I know you do. But those contractors are in- 
volved in a contract that has to do with highly “security” material. 
Am I right? I mean, it is only in weapons production. Therefore 
you do have a public interest that is a little unusual when you compare 
it with the ordinary run of negotiations between management and 
labor. And the reason why I bring this out is because I understand 
that it is even the attitude of labor to have a minimum of Government 
intervention in their negotiations. 

Mr. Bremituer. That is right. 

Senator Pastore. Now, it strikes me that you are deliberately bring- 
ing Government into this, when your attempt is to keep Government 
out. 

Mr. Bremitter. I see your point. 

Senator Pastore. Because you want to set up an advisory commit- 
tee that is responsible to the AEC that will have to spell out juris- 
dictional affairs between management and labor in an activity that is 
completely peacetime and industrial. 

Mr. Bremiter. I haven’t made myself clear. 

Senator Pastore. Well, I would like to have you clear that up. 

Mr. Bremiiirr. I think you were closer to what I had in mind in 
your earlier statement, that there is a recognition that at least for 
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some time to come there is going to be what you called a gray area 
of secrecy here. We would like to have consultation w ith re seeauiihe 
representatives of management and organized labor, to see to what 
extent we can once and for all decide where secrecy stops, and where 
you still have a secrecy problem. That would be the major function. 
I am the last person in the world, representing the AFL, to ask that 
a Government agency decide our jurisdictional disputes. We have 
enough problems there without getting the Government in on top of 
that. Your point is absolutely correct there. But where you may 
have misunderstood me: In responding to a question from Congress- 
man Holifield, I was referring to the fact that we have had instances 
where, under the contractor system, the management has used the 
secrecy argument to refuse to discuss a jurisdictional question with us, 
which seems to us utterly absurd, even under the present arrange- 
ment. And it is the threat of that secrecy argument, as a club to stop 
normal labor relations, that we want to get straightened out and make 
sure that it isn’t there once this industry starts moving. 

Senator Pasrore. And you would like to see your idea written into 
the law even if this proposed bill doesn’t pass ? 

Mr. Bremitier. That is our official convention proposal, and as you 
requested, I will be glad to see if we can’t get some language and 
submit it to the committee for your consideration. 

Senator Pasrorr. All right, sir. 

Mr. Bremitier. We further suggest, Mr. Chairman, that full and 
proper consideration must be given in your proposed legislation, to 
the application of safety standards and adequate and appropriate 
workmen’s compensation provision in the licenses for industrial use 
of atomic energy which the Commission may grant. Because of the 
unusual nature of this new industry we believe Federal legislation 
must be passed. We cannot expect State legislatures to deal ade- 
quately with the peculiar problems created by this industry. 

The body of knowledge gathered to date in the various operations 
under the supervision of the AEC is invaluable and should be applied 
in this field and proper regulations and payments made mandatory in 
any licenses which may be granted. 

That is another place, may I add, Senator, where such a labor- 
management committee coulc 1 be of value, if you agree with our basic 
assumption here. 

Finally, Mr. Chairman, there are some brief comments I want to 
make on the international aspects of the bill. 

The American Federation of Labor supports President Ejisen- 
hower’s proposal for a cooperative international pool for the use of the 
atomic energy for peace purposes. 

Practical application of such a proposal through the United Na- 
tions has since been rejected by Moscow. We believe that the great 
purpose of cooperative sharing of resources, facilities, and know-how 
for peaceful ends cannot be fulfilled without continuous exercise of 
rigid international inspection of all resources and projects involving 
atomic fission and fusion. 

We believe that with such necessary and proper safeguards, the 
United States should provide leadership by inviting free nations to 
establish a pool for the purposes of atomic development for .indus- 
trial, agricultural, biological, and other peaceful uses. Agreement of 
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the participating nations to make available to such international pool 
materials, equipment, scientific and industrial knowledge, and re- 
search would make possible wide sharing by all concerned of the bene 
fits of the atom for the common good. 

The atom peace pool plan is a challenge to peaceful cooperation 
among nations. It should not be a limited preserve of the nations 
of the West. It should be made worldwide in its application. It is 
important that Japan and other free nations of Asia be given oppor- 
tunity of full and constructive participation in this great interna 
tional undertaking. 

We urge that these broad purposes of s afegu: irds be embodied by 
Congress in the revision of chapter 11, dealing with international 
arrangements under the Atomic Energy Act. 

Senator Pastore. On that point, may I ask you another question, 
Mr. Biemiller? 

Mr. Bremituer. Surely. 

Senator Pastrorr. Do you see anything in the proposed bill which 
would limit the cooperation to any —_ ‘ular nations? That is 
pretty broad, isn’t it? You could include Japan under this. 

Mr. Bremitter. We think you could. We are stressing the fact 
that they ought to be included. But again we urge that you take a 
good look at the |: anguage and make sure. 

Representative Hinsnaw. But there is nothing in the language to 
prevent it. 

Mr. Bremriter. I don’t think there is. 

Representative Horirretp. There is nothing in the language that, 
in your opinion implements the international atomic pool pla in par- 
ticularly, is there? 

Mr. Bremttier. We would like to see a more positive approach 
taken. We think it is permissive, but there is nothing to tupbanand 
it. 

Representative Hoxrrrevp. Isn’t it true that the President has made 
this offer, this justified offer, in my opinion, and that at the present 
time the Soviet Union has rejected it, and therefore if we are to pro- 
ceed into this field at this time, there must be available language 
written in to implement the interchange of nonsecurity information 
and techniques with friendly nations, in view of the fact that an 
international atomic pool plan seems to be unlikely at this time? The 
point I am getting at is that you do not mean by your testimony here 
that you would restrict us from pushing for an agreement with free 
nations in case the Soviet Union, by vetoing a proposal, refuses to 
come into such an agreement ? 

Mr. Bremiuter. Just the reverse. We would hope that the United 
States will go ahead, on its own initiative, and set up conferences with 
other nations. And if, as has for all practical purposes already hap- 
pened, the Soviet Union exercises a veto, we osinkdh take such steps 
outside the framework of the United Nations. We feel this is a very 
important project that must be undertaken. 

Possibly an analogy could be drawn, that as the Soviets scuttled the 
original proposal for the form of the Marshall Plan, we went ahead 
anyhow and made our own arrangements, and we think a comparable 
kind of situation should be made possible. 

Representative Duruam. We can’t write a specific agreement in the 
bill. 
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Mr. Bremitter. No, not an agreement. But we can make sure that 
the Government has the power to make such a move. I quite agree, 
Mr. Congressman. All we want to make sure is that you do give 
the President the power to carry it on. 

We are doubtful whether the draft in front of you gives the neces- 
sary power to the executive department. 

Represent: itive Honirrerp. On that point: It is impossible for this 
committee to give the President any powers, constitutional powers, 
that he does not have under the treaty powers at the present time. 
All we can do in this bill is to lift certain restricted information, so 
that the Commission will not be bound by present law against re- 
vealing certain information which we believe will not be injurious to 
the Nation, and which is now rate by present law. And if we 
do anything constructive in this field at all, we can only work in 
that field of releasing information whic ‘ is now restricted, but which 
could be declassified, and which would become available to friendly 
nations. And if we go further than that, it must be under the Prest- 
dent’s treaty powers, which would come down and supersede any 
legislation which we might pass anyway, under the constitutional 
provisions. It that not so? 

Mr. Biemitter. That is my understanding. 

Representative Horirierp. ‘Therefore, to say that we are imple- 
menting the President’s atomic plan or conferring upon the President 
the right to go ahead and make an international atomic pool plan, 
with Russia participating, would be the sheerest fraud on the Amer!- 
can people. Because we are not doing that. Is that not right? 

Mr. BremiLier. You have the question though, as you stated ear- 
lier, Mr. Congressman, of clearing up certain parts of the law relating 
to the release of certain kinds of information. 

Representative DurnAM. That are restricted. 

Representative Honirrerp. Yes; we can do that in this act, I will 
admit. But the President can also do that in a treaty in an inter- 
national plan which will override the restrictions in this act, if it 
passed by two-thirds of the Senate. I am not saying it will happen, 
but I am saying he has the treaty powers. 

Mr. Bremitier. I think you are right, but I do not pretend any 
competence in the field of international law. I don’t want to get into 
that field any further. Let me summarize it this way: that we hope 
that whatever steps are necessary—and I think we are all in agree- 
ment that certain steps are necessary in connection with making cer- 
tain kinds of information available—such steps that this committee 
can take should be taken. We do think the President should go 
ahead with his proposal, and if there are any bars in the way that, 
consistent with the security of the country, can be removed, they 
should be removed. 

Representative Honirmrp. You think it is within the jurisdiction 
of this committee, then, that if we can lift restrictions me put it on 
the basis of a safe method of procedure, we should do that in the 
field of friendly interchange between nations at the present time ? 

Mr. Breminier. Precisely. 

Representative Hotirmip. Which might not go as far as the Presi- 
dent’s plan. 

Mr. Bremitter. That is right. But using that as a basic pattern. 
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Representative Duruam. Of course, when you speak to that point, 
you also speak to the point of the necessity of providing the fissionable 
material to work with; do you not? 

Mr. Bremitier. Quite so. That was the basis, after all, of the 
President’s original proposal. 

Representative Hinsnaw. Let’s call attention to the fact that both 
the McMahon Act and this act are subject to being overridden by any 
treaty that may be entered into subject to the enactment of the act. 
It has always been true that a treaty could amend a law or an inter- 
national agreement could amend a law, and that the form of any such 
international agreement is as yet unknown. 

Mr. Bremuter. Correct. 

Representative Hotitrietp. So that it is quite impossible for = 
committee or any other agency of the Government to provide i 
advance for its execution. 

Mr. Bremitier. Mr. Chairman, our testimony has emphasized the 
following points: 

(1) National security must come first in any legislation affecting 
atomic energy. 

(2) The country is at the threshold of developing atomic energy for 
peacetime civilian uses. 

(3) This development must proceed as promptly as possible but in 
an orderly and equitable manner with proper provision for bringing 
maximum benefits to all our citizens. 

(4) Private industry has an important role to play in this de- 
velopment, but at all times, our Government must prescribe certain 
terms and conditions for private participation. 

(5) Section 7 (b) of the present law requiring a report to Congress 
by the Atomic Energy Commission on the nonmilitary use of atomic 
energy should be fulfilled before the Congress makes basic changes in 
the present law. 

(6) Certain proposed amendments would not protect the public 
interest against the danger of monopolistic exploitation of atomic 
energy. This applies particularly to the following: 

(a) The proposal to allow private patents covering the production 
of fissionable or special material. 

(6) The proposal to weaken the antitrust provisions in the section 
regarding licenses. 

(c) The proposal to change the declaration of policy. 

(7) We insist that maximum safeguards against monopoly in the 
private use of atomic energy must be created. 

(8) Free collective bargaining must accompany the introduction of 
pr vi ite competitive enterprise. 

(9) Proper safety standards must be established in any licensed 
private plants. 

(10) Proper steps should be taken to establish favorable condi- 
tions for developing President Eisenhower’s proposal for an interna- 
tional pool to foster peacetime use of atomic energy. 

Mr. Chairman, we are confident you and your - colle: agues are fully 
cognizant of the grave responsibility that rests on your shoulders. 
We know that you will keep the security of our Nation uppermost 
in your minds. We know you will do your best to report a bill which 
will utilize atomic energy to create an expanding economy that will 
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bring an even higher standard of living to the American people. 
The future has great promise—let us realize it. 

Thank you for the opportunity to present these views of the Amer- 
ican Federation of Labor on some aspects of the problems incident 
to the peacetime use of atomic energy. att) : 

Representative Hinsuaw (presiding). Let me say that it 1s again 
a pleasure to have before the committee one who used to sit with us 
in the House of Representatives for many years and contributed very 
freely from his broad knowledge of affairs to the proper conduct of our 
business. 

Mr. Biemiller, we thank you for your presentation. 

And now I suggest that perhaps other members of the committee 
might have questions or comments to make concerning some portions 
of the testimony. 

Senator Pastore? 

Senator Pastore. Mr. Biemiller, it strikes me that the whole crux 
of the practicability of the realistic approach to whether or not this 
legislation has a chance of passage or not hinges upon the question of 
patents. And during the public hearings that we held last fall and 
last summer, I think the position was taken generally by private in- 
dustry that unless there was some relaxation of the patent provisions, 
private industry could not venture into this field, nor put up the 
money that is required as an investment in the development of this 
peacetime proposal. What is your reaction to that? If we allow the 
patent provisions to remain as they are in the present law, which I 
think is more or less the position that you have taken 

Mr. Bremitier. Approximately. 

Senator Pasrorr. Do you think that private industry would or 
would not be interested in investing its capital in this development? 

Mr. Bremitier. We think that under a system of cross licensing, 
you can open up the field enough so that there would be elements of 
private industry interested. We also think that it would be valuable 
in that respect for the Commission to assay the possibility of certain 
elements in the present economic system becoming more interested in 
the atomic energy field. 

Senator Pastore. Well, now, I don’t mean to confuse the issue, but 
let’s understand ourselves better. I think you have taken the posi- 
tion that there hadn’t ought to be any patent rights with respect to 
any inventions or discoveries as to the production of fissionable and 
special material. Now, a cross-licensine idea presupposes, of course, 
the fact that the licensee will be entitled to a patent, which he will 
have to allow someone else to use at a price. 

Mr. Bremitier. May I backtrack for just a moment to make sure 
that we are on the same ground ? 

Senator Pastore. Yes. 

Mr. Bremiutter. We have taken the position that on the production 
of atomic materials patents ought not to be in the hands of any indi- 
vidual. We are thinking not of the present situation, where as we 
understand it all patents are in the hands of the Commission as trustee 
for the Government, but with the possibility of thorium, let’s say, 
entering into the picture, we do not think there ought to be an exclu- 
sive patent to someone who might develop a means of developing 
ingenuity from the use of thorium. Or cobalt, or anything else. 
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Senator Pastore. How would you encourage creative acumen, if 
you are going to limit that? Don’t you think that the Government 
would be very much interested in stimulating the inventive processes 
of private industry with reference to these new discoveries ? 

Mr. Bremiiier. We think we have done pretty well to date on the 
matter. 

Senator Pastore. Well, the Government has done it exclusively. 

Mr. Bremiuirr. Yes, that istrue. But it has done it with the coop- 
eration of industry. It has all been done under a contract system, 
Senator. 

Senator Pastore. I know, but cost plus. That is always attractive 
to industry. Industry never turns its back on any contract that is 
cost plus. But here they are going to put up their own money. I am 
looking at the practical side of this now. Here we are met with a 
double proposition. First of all, we want to protect—and I think you 
have sileia that position—as much as we possibly can, for the interest 
of all, this $12 billion investment that was made by the taxpayers 
of this country. 

Mr. Bremitter. Right. 

Senator Pastore. On the other hand, we all seem to take the position 
that we ought to encourage private industry to participate as much as 
we can. Private industry comes along and says, “Unless you relax 
these provisions on patents, we just won’t do it.” There you are. We 
are stymied, aren’t we? What is the solution to all this, in a practical 
way!’ Unless you take the position that private industry is mistaken 
about their attitude that they won’t partic ipate unless these patent 
provisions are changed, which I somewhat question, I wonder how we 
carry out this whole program. 

Mr. Bremiuier. I think you have just in part given the answer 
vourself to the question. If the utilization is made possible under a 
licensing system—and we think there is room for patents in the uti- 
lization of energy—then there is a field in which private industry can 
go ahead and really doa job. 

Now, as I understand it, you are proposing, in the bill before us, 
that you are going to retain ownership of special materials in the Gov- 
ernment; that you are going to license the use of those materials. But 
the ownership always rests with the Government. In the utilization 
of those materials, I can see a field for patents that can be developed. 
But not in the production of special materials. That, to us, is the crux 
of this matter. 

Senator Pastore. You mean because the Government will be the sole 
purchaser, anyway ? 

Mr. Bur MILLER. Precisely. At least as far as I know, there is no 
other potential purchaser for plutonium. 

Senator Pasrorr. Do you think we ought to have an award system ? 
Do you think there should be some system of paying awards for a 
new discovery ¢ 

Mr. Bremitier. That would seem to be a perfectly feasible pro- 
posal. 

Senator Pastore. I mean, there would have to be some competition 
for creativeness, which would inure to the benefit of the people in the 
program. 

Mr. Bremitter. I think that is feasible. 
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Senator Pasrore. But you wouldn’t give exclusive rights to some- 
one who comes upon a discovery or invention with respect to the pro- 
duction of fissionable material. 

Mr. Bremiiier. And as I stated previously, we are particularly con- 
cerned on that point, because, as you members of the committee know 
far better than almost anyone else in America, you do have a com- 
parative handful of firms who have the initial know-how to get into 
this field. And we think, as the President has stated, we have got to 
tuke steps to make sure that you don’t create a monopoly or semi- 
monopoly as a result of that situation. 

Senator Pastore. How do you feel about this question or this argu- 
ment that is raised, that we have made sufficient reasonable progress, 
and that we ought to go on the way we have been going on, and that 
the Government ought to continue to do this exclusively for the next 
few vears ¢ 

Mr. Bieminier. No, we are inclined to think that the time has come 
to open the door. 

Senator Pastors. To open the door to private industry ? 

Mr. Bremitier. Yes. But I want to repeat, as I have 2 or 3 times 
earlier, that we would like to see a full report under 7 (b) from the 
Commission on this matter. We think we would be in a much better 
position to discuss the matter. 

Representative Durnam. Will the gentleman yield on that point? 
I might say to the gentleman that that has been insisted on by this 
committee since 1952. It has been repeated by our present chairman. 

Mr. Bremiiier. We are very pleased to hear that, because we think 
it is important. 

Representative Van Zanpr. Will the gentleman yeld? 

Senator Pasrore. Surely. 

Representative Van Zanpr. In your estimation, what would the 
practical value of such a report be 

Mr. Breminier. Let me illustrate with one concrete illustration, if 
I may. 

It is conceivable that the eventual development of the use of atomic 
energy in the production of electric energy W ill force the entire boiler 
industry out of operation. I think it is high time that the boiler 
manufacturer had a chance to find out what his situation is going to 
be. Does he have to do a complete revamping of his entire industria] 
thinking? Is there a place for him to shift his operations as a result 
of this situation ? 

Representative Durnam. It goes much further than that, of course. 

Mr. Bremer. It certainly goes much further. But I was just 
citing what is small, but to that particular industry a very important, 
aspect of the problem. As to our urban development, is this going 
to make for more centralization, or isn’t it? What is going to happen 
to certain skilled crafts? Are they going to be knocked out of 
business # 

Representative Honirrevp. Either the restriction of present use or 
the reduction of future enlargement of the use of presently known coal 
and oil supplies. 

Mr. Bremer. Yes. Now, I think we have the knowledge, the 
collective knowledge, in this country, for meeting these problems in 
an orderly manner. 
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Representative Hoxiriecp. Could I encroach upon your time, 
Senator ? 

Senator Pastore. Yes. 

Representative Hoxrrretp. I would like to enlarge on this, because 
I think this is a tremendously important problem. I am one of those 
who have requested time and again that this 7 (b) report be made. I 
have pointed out time and again that if you can make an atomic en- 
gine that can propel the Nauti/us submarine, you can also make an 
atomic engine that can pull 150 freight cars on our railroads. Now, 
let us say we start using atomic energy in locomotives. It is just as 
practical, in my opinion, to do that, or it will be as practical with- 
in a very short length of time, as it is to propel the submarine. And 
if we do that, there enters in the competitive factor of the use of coal 
and oil—oil in diesels, coal in coal-burning vehicles—in our railroad 
transportation systems and in the driving of our ships across the 
oceans. All of these things are involved in this economic report re- 
quired by present law and which we have been trying vainly to get, 
and which the act calls for before drastic supplemental legislation is 
called for by the Commission. We have failed to this date to get it. 
The AEC has evaded the intent of the law and the will of Congress by 
not giving us this report, in my opinion. 

Mr. Bremuier. You will note that in several cases we have called 
for that report, and we make a flat statement that we don’t think you 
ought to proceed with new basic legislation until that report is 
available. 

Representative Houirrmevp. And I ask you if there isn’t an interna- 
tional impact involved in this, in view of the power-hungry nations 
of the world, both friendly and nonfriendly, from the standpoint of 
our relations with those people, is that not true? 

Mr. Bremruier. Unquestionably. 

Representative Houirtecp. A great international field which might 
be affected, and we have had no report on that from the Commission. 

Senator Pastore. I just want to pinpoint a few points of my own. 
In other words, the position you take, to pin it down spec ifically, is 
that because the Government is the sole purchaser and owner of all 
produced fissionable material and special ss iterial, you don’t feel that 
anyone should have the right to acquire a patent and have an exclu- 
sive right against the Government, but that that individual is entitled 
to some kind of award? 

Mr. Bremitier. I think that is a fair summary, Senator. 

Senator Pasrore. You are not particularly, once having covered 
that field, opposed to a system of granting patents in this field, 
provided there is a system of cross licensing ? 

Mr. Bremitier. Correct. 

Senator Pasrorr. That is all. 

Representative Durnam. At this point I think it would be well to 
ask the committee to prepare a correlative of this request which 
has been discussed here in the last few minutes and be inserted in 
the record at this point. 

Representative Hinsuaw. That is a very good idea, and we will 
do that. 

Representative Hottrmrp. Mr. Biemiller, I want to compliment you 
on the frank position you have taken on the m: ny problems in this 
law and particularly do I want to call attention to the section in which 
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you criticize the lack of proper prevention of monopoly and your 


reference to the recourse which we have under present antitrust laws, 
and ask at that point if you realize that because of the fact that we 
are entering into a great new industry which does not have a historical 
economic pattern, that it might be well that this large area of new 
industry would be completely uncovered by present antitrust laws? 

Mr. Bremitier. Quite so, and that none of the existing technicues 
could in our opinion be automatically applied, the antitrust 
techniques. 

Representative Hotrrretp. You realize that the former act, of 
course, directed the Commission not to allow this new industry to 
iall into a monopoly or restraint of trade position, that they should 
take aflirmative action to prevent the formation of that monopoly 
position ; did it not? 

Mr. Bremner. That is right. 

Representative Hontrretp. You realize under this law there is no 
provision against its falling into the monopoly pattern, but the only 
recourse is to go after it after it has once attained the monopoly 
position, 

Mr. Bremitier. Only the formal procedure which we spelled out 
in our testimony, which could take many, many years. 

Representative Hourrretp. You are also aware under the antitrust 
laws that there was an action involving the American Aluminum Co. 
in 1937 which is not fully decided in the year 1954. 

Mr. BreminiEr. Quite so. 

Representative Houirreirp. Indicating how difficult it is to deal with 
the monopoly position once it is established. 

Mr. Bremiuier. Yes. 

Representative Horirrme tp. Now, you have testified on quite a num- 
ber of problems, but I want to call your attention, sir, that you have 
failed to testify on a great many problems that are in this bill. 

You have not, for instance, even mentioned the public-lands sec- 
tion in which the law is drastically changed, and in Shia uranium, 
which is now owned by the Government, would be released to private 
ownership in both private lands and public lands. 

This in itself is a problem I am not commenting upon the merits 
of it one way or another at this time, but this is a great change in the 
policy in regard to the Nation’s natural resources of uranium which 
is now claimed in the name of the United States and that would be 
released. 

Mr. Bremiier. You are correct that we did not testify to that point 
directly, but we did by implication in our statement, ‘and the state- 
ment I just made to Senator Pastore, that we think at a minimum 
there must be a retention of title to all special materials by the Gov- 
ernment. 

[ will agree and we hope to work out more detail on the question of 
public lands, but that basic fact we feel must be insisted upon, 

Representative Hoxirimip. For your future comments, you would 
like to have access to any new language that is written on that point? 

Mr. Bremitier. Very much so. 

Representative Hoxtriecp. In the field of independent review of 
administrative actions in regard to licensing the limited number of 
reactor builders in the next few years, you have not commented upon 
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the section which in the opinion of many does not give independent 
and objective review of those administrative actions. 

There is a cloudy area there which might well be justified by ad- 
ministrative discretion, but which would be inequitable in its appli- 
cation and without recourse to proper review. 

Mr. Bremiuter. As | recall, the bill provides for a review board in 
the Commission itself. 

Representative Houirrecp. That is right. 

Mr. Bremintter. Which I grant you seems to be a rather unusual 
kind of procedure. 

Representative Hoxiriretp. That is right, it does provide, and un- 
doubtedly the members of the review board would be recommended by 
the Chairman of the Commission as he is the chief adviser to the 
President on atomic energy affairs, and it could very well be that those 
men that were recommended to the review board within the Commis- 
sion might be of the same type of thinking as the Chairman of the 
Commission or they might not feel completely free to express an 
independent judgme nt. 

In your opinion on anything as important as granting these limited 
number of licenses, would it not be better for those grants of licenses 
to be reviewable by a court of equity rather than another adminis- 
trative board within the Commission ? 

Mr. Bremitier. That would seem to be a very reasonable proposal 
1 
aiso, 

Representative Hotirre vp. Another thing you have not commented 
on is in the reorganization of the Commission there is language there 
which is new language and which seeks to set the Chairman of the 
Commission up as the principal officer. 

Now, what this means no one seems to know, but I would like to ask 
you this question: Do you believe that this enormous project, with the 
money that is being spent in it and the thousands of employees, should 
be under the control of one man or should it be under the commission 
type of government where five men bring varied backgrounds to the 
consideration of its problems? 

Mr. Bremiuier. Certainly we feel it should be under a commission 
type and we would like to see more varied background we might add, 
too, in the members of the Commission. 

Representative Hotirretp. Would you like to see each one of these 
Commissioners of equal prestige and dignity and have equal access 
to informaticen ? 

Mr. Bremiuier. Yes. 

Representative Hottrrep. Why would you want them to be in that 
independent position ? 

Mr. Bremitier. We think in the first place, as you stated, in terms 
of the magnitude of the operation, that it is advisable that there be 
checks and balances inside the operation. I think that is one way of 
making certain that those checks and balances are there. 

Representative Horirmtp. Do you think that it is important for 
this committee to have at all times any dissenting view, even though it 
may be 1 of 5, on the matters of major policy ? 

Mr. Bremitier. Yes, I think it is most important. 

Representative Hoxitrmeip. Do you think that the President should 
have access to that minority judgment ¢ 
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Mr. Bremer. Most certainly. Isn’t there a concrete illustration 
of that in the question of the manufacture of the hydrogen bomb / 

Representative Hourrrerp. I think there is a very concrete illustra- 
tion of that. In that particular instance the present chairman of the 
Commission was a one-man minority at the beginning. He was later 
joined by Mr. Dean. 

3ut the two of them were still in a minority position, but they 
brought their minority judgment to this committee and the committee 
adopted the minority judgment. 

Now, if they had not had complete access to all information, maybe 
they could not have arrived at the decision which they arrived at. This 
is without any reflection on the others who arrived at a different _ I- 
sion because I think all those decisions were arrived at honorably by 
each one of them. 

But the important point is that in this tremendous, gigantic develop- 
ment, particularly with its implications for the future in regard to 
economic impact, international impact, and social impact, that we 
should have a wide and varied background of administration so that 
all viewpoints could be brought to bear upon these great questions of 
policy y. 

For that reason I commend you on saying that you think the differ- 
ent Commissioners should have that independent position. 

There has been some discussion in regard to encouraging private 
industry to come into this thing at this particular time. I agree with 
you that no bar should be raised to the widest possible participation in 
this new project, this new industry. 

But is it not true that if we do adopt language in this bill which will 
give to a certain few advantages, that we will in the long run retard 
the progress rather than accelerate it? 

Mr. Bremiizer. That is precisely our fear. 

Representative Ho1rirteip. There is no evidence so far as you know 
that this industry has not advanced under Government ownership, by 
Government contract and by Government tax fund expenditures as 
fast as, or faster than any other new technology in the history of the 
world, is there ? 

Mr. Bremiuier. I am not aware of any such information. 

Representative Hoxtrire.p. In other words, we have advanced very 
fast under the present law, and under the present arrangement and 
the fact that there were nine American companies contesting to build 
the Westinghouse reactor under contract with the Government does 
not indicate that there was a lack of interest on the part of private 
industry, does there / 

Mr. Bremitier. Hardly. 

Representative Hoiirievp. And the fact that one company was will- 
ing to go ahead and devote its brains and its ingenuity to the develop- 
ment of this Westinghouse reactor is an indication that there is no 
lack of enthusiasm on the part of that particular company in that 
particular case ; is there not ? 

Mr. Breminier. That is correct. 

Representative Hotitrienp. Would we have any reason to believe 
that there would not be other companies equally inte rested that would 
contest for the privilege of building the next four reactors which are 
now contemplated in the AEC program ? 
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Mr. Bremiuier. Wasn’t there a contract recently let to a combine 
in the Northwest within the last week or so? 

Representative Van Zanpr. That is a study group. That is some- 
thing different. 

Mr. Bremitier. However, it is evidence of interest in the procedure. 

Representative Van Zanpr. It is my understanding a study group 
carries on its activities without cost to Government. 

Representative Houirretp. A public announcement has been made, 
I believe, that negotiations are either completed or near completion 
with the North American Aviation Co. in California. I believe one 
of the commissioners made a speech in Los Angeles in which he an- 
nounced that there was a negotiation either about to be completed, or 
which had been completed—I do not remember now—with the North 
American Co. to build a reactor which would cost approximately $10 
million. 

Mr. Bremitier. Didn’t North American make an offer a year or so 
ago in that respect ¢ 

Representative Hinsnaw. North American built a pilot reactor and 
T believe it is an increase of the scale of the reactor to a larger scale in 
order to determine its real worth. 

Representative Houirrerp. If the Government builds 5 reactors in 
the next 5 years under contracts let competitively to different com- 
panies and pays for the construction of those reactors, they would be 
in a position to control that technology for widespre: id dissemination, 
free dissemination would they not? 

Mr. Bremiuier. Correct. 

Representative Houirrevp. On the other hand, if a private industry 
put up that money and the restrictions against patenting were dropped, 
as this bill intends to drop them, would it not be possible that those 
companies would obtain an advantageous position due to both operat- 
ing and building experience and due to possible filing of patents dur- 
ing that period of time or immediately thereafter ? 

Mr. Bremuer. That is the situation that we hope can be prevented. 

Representative Hoxrirrerp. But under this bill, passed as it is, it 
would not be permitted in your opinion, would it? 

Mr. Bremiiier. Not as the bill is now worded. 

Representative Hinsuaw. I believe that North American, in addi- 
tion to this type reactor we are discussing, is offering on the market 
reactors for medical research at a certain price. I do not know just 
what it is, but they have built, I believe, 2 or 3 of those reactors thus 
far. 

Representative Horirretp. That is my understanding, and aside 
from the general line of questions that I am making here, do you not 
believe that if companies are allowed free access to this technology 
and information that they can build, as North American has offered to 
build, such medical reactors? I understand there is an estimated 
cost of about a half million dollars on this particular reactor which 
Congressman Hinshaw mentioned. It is possible that that would be 
one of the methods by which we could extend to friendly nations in 
Europe and in Asia some of our technology along the line of human 
betterment and the relieving of human illnesses which would create an 
inestimable amount of good will toward the United States. 

Mr. Bremutter. That is quite true, and we do feel strongly that the 
Government should always in its licenses lay down conditions as to 
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the distribution of the isotope byproducts so that again we don’t get 
into a monopoly in that area. 

Representative HoririeLp. Now, it is estimated that these 4 reactors 
may run from $10 million to, let us say, $50 million each. I believe 
the Westinghouse reactor is estimated to be about $52 million. I am 
talking about the reactor part alone, not the machinery that goes with 
it for conversion of heat into electric energy. 

But the 5 reactors, it is estimated, will run from 10 to 50 million 
dollars each. 

Now, assuming that private industry put up all of that money and 
that in putting that up we opened a door for them to obtain patents 
which would be restrictive to the rest of private industry, would we not 
thereby for those few million dollars pay a tremendous price for that 

articipation in view of the billions that have already been invested by 
the t taxpayers in this project ? 

Mr. Bremitier. Yes; you certainly would be. 

Representative Houirreip. In other words, let us take the 5 reactors 
and say they cost $50 million : apiece, that is $250 million. Let us have 
the } yrivate indus try put i! 1 $250 million to buil | these 5 reactors and 
the 7 by give them the right to patent rights within it, would that not 
be a terrific price to pay for restricting from all of private industry 
the right to technology which has been advanced up to this prese nt 

ime by the expenditure of billions of dollars ? 

Mr. Bremiier. It would create a semimonopoly position that could 
be a very costly item to the American people. 

Representative Hotrrietp. Then does it not logically follow that it 
would be wise for the Government, in private, to pay all of the cost of 
these five reactors in this interim period when we have not as yet built 

. full-scale reactor which produces commercial electrical energy and 
the ‘refore we do not know the cost or the efficiency of these reactors ? 

Would it not be wise and in the Government interest for them to 
gamble another 100 to 250 million dollars on seeing that the public gets 
the full advantage all over the Nation on this technology ? 

Mr. Bremiutier. Unless proper restrictions can be put upon the 
alternative process. 

Representative Horirretp. That is right. If we can make these 
contracts on these reactors and reward the people who put up the pri- 
vate money in a reasonable way. 

Mr. Bremituer. They are certainly entitled to a reasonable return. 

Representative Hotirrmetp. And prohibit them from restrictive 
patents, make such patents as they do acquire available to all of pri- 

vate industry, then that is a different problem and that is what the 
President has advised in his message of February 17. 

Mr. Bremiutter. That is the way we understand it. 

Representative Horrrrecp. That is what the bill which was sent 
up here by the Commission attempted to contain, which has been re 
jected by the framers of this bill. 

Therefore, it would seem wise for us to reconsider that section of 
the bill, do you not think so? 

Mr. Bremiiier. You will note that we endorsed the President’s 
message by quoting that particular paragraph. We feel it is a sound 
approach and one that ought to be followed. 

Daptenetetive Hourrrevp. That is all, Mr. Chairman. 
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Senator Pastore. I just want to clear up one point. I think in 
answer to the question from me you said you thought the time had come 
now when we ought to stop allowing private industry to participate 
in this program. 

Mr. Bremitier. We certainly do not believe there should be an 
absolute bar on them at this stage of the game. Now, the extent of 
participation would in part be conditioned upon this report that we 
would like to get to know just exactly where we are. That is why we 
have to be talking in a partial vacuum here, unfortunately. 

Senator Pasrore. Now, in answering the question that was put to 
you by Mr. Holifield, I think you answered the question when he pref- 
aced his question with the statement : 

Don’t you think we ought to spend another $250 million to see what else we 
can find before we get into this? 

Mr. Bremitier. I said unless we can work out proper arrangements 
with firms that would not lead to a monopoly. 

Senator Pasrore. But apart from complying with that report re- 
quirement that you expressed, you think the time has come when we 
ought to open up this program ? 

Mr. Bremitter. That is our opinion, but we are having to base it 
on knowledge that is available to us and we have a feeling that there 
may be other knowledge that we ought to have. 

Senator Pasrorr. The reason I say this, Mr. Biemiller, is because I 
am a little concerned about the advisability that we allow Govern- 
ment exclusively to do this for another 5 or 7 years, and just because 
we are afraid of private industry if it does partic ipate it will develop 
into a monopoly and that we want everyone to share in the advantages 
of this program. What puzzles me is that after 5 or 7 years when you 
have expended another $1 billion over the $12 billion, what then? 
Are you going to give away $13 billion instead of $12 billion / 

Because otherwise, you would have to place yourself in a position 
of saying that the United States Government is going to continue in 
the production of reactors, is going to go into the reactor business and 
sell reactors to public utilities. And we do not want that; we do not 
want the Government in business. 

I am one of those who feels that we ought to get in this program 
as soon as we possibly can, and I go along with you, W ith the proper 
safeguards of protecting the public interest and seeing that there are 
no roadblocks in this program, that there is going to be wide par- 
ticipation, at least we are going to encourage it by the legislation 
we pass and people who have inventive minds and come along with 
an invention or discovery ought to receive reasonable compensation 
for that creation. 

But it ought not to be in such a way that they can become obstinate 
and capricious and say, “I have it now and if you want it from me 
you have to pay the price I say before you can use my idea.” I think 
that would defeat the whole spirit of allowing everyone to partic ipate 
and then allowing one or two to stand up and say, “Now, I have it 
because I had a big organization, because I had the proper technicians, 
and proper physic ists that I can now claim myself to be exclusive 
owner of something that I don’t have to pass on to somebody else, 

Mr. Bremuter. I think you have stated our position quite accu- 
rately. We want to make sure that those safeguards are there. Now, 
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if the price of the thing for the moment is continued Government 
operation to prevent monopoly, then we will not quarrel with con- 
tinued Gevernment operation. If on the other hand, anyone can 
show us a method of a type you have suggested where proper safe 
guards can be created so that you don’t get into a monopoly where 
capricious individuals could be then exacting a great toll from the 
American people or else slowing up progress, then it is all right if 
you can put those safeguards in. We have no quarrel with that. 

Representative HinsHaw. Mr. Biemiller, I might observe that the 
Commission has from time to time made statements in regard to 7 (b), 
although such statements have not been in the nature of carrying out 
the full implications that are required to be carried out by section 
7 (b). 

Those statements, which have been made to the committee in execu- 
tive session, generally followed the idea that, first, there has been no 
actual economic demonstration of the use of atomic energy thus far in 
the production of electric power ; second, that its long range implica 
tions are therefore too vague to comment on with any definiteness; 
third, its practical value does not come about at any particular minute 
of any particular day, it is a whole succession of things that has to 
occur before it reaches the practical stage; and fourth, that their aim 
now is to modify the law to allow us to reach the day of practical value 
which is now in part delayed by the tight terms of the present law. 

Now I can quote to you the language of Mr. Dean, for instance, in 
1953, June 24 or 25—that is less than a year ago—on page 8 of the 
hearings on the subject of Atomic Power Development in Private 
Enterprise, which was the first hearing in public session that we held 
on this matter, in which he states that— 

Section 7 (b) obviously envisaged the day when methods of securing power 
had been sufficiently developed 


and he used that phrase— 


that they can be said to have a practical va’“e. 

We understand these words to mean a nonmilitary value and value which is 
practical in the sense of economics. We have not reached this point in reactor 
technology. We see it on the horizon but the time is not here. 

As we have stated in our power policy statement, we see the next few years 
as a period of development looking toward the realization of practical nuclear 
power. 

On this basis we conclude that the time described in section 7 (b) is not 
yet at hand. It is the obligation of the Commission under the act to keep the 
joint committee fully and currently advised. It is also the obligation of the 
Commission, under section 17 of the act, to submit to the Congress in January 
and July of each year a report concerning the activities of the Commission— 
and so forth. 

I think that everyone connected with atomic energy realizes that 
we are a little far from the point where we can make a good 7 (b) 
report because we do not see the full implications of it, or we do 
not see, as vet. the actual demonstrations of the economics of the 
technology. 

We are still in the exploratory stage and one of the reasons why 
we do not go faster perhaps is because the laws are too tight. Maybe 
with the loosening of the restrictions to some extent at least, we 
can make faster development. 

Mr. Bremitier. I assume, of course, that part of our problem is 
one of semantics, as to what we mean by loosening slightly. We 
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could argue about that forever. However, you do have this, Mr. 
Chairman, this argument is gong on constantly. Here is Commis- 
sioner Smythe, for example, in the speech I referred to in my testi- 
mony, making prognostications as to what m: iy happen under certain 
assumptions. 

I think that if you collected all the speeches made by the Commis- 
sioners, that out of them you would begin to get something approach- 
ing a 7 (b) report. And again while they may argue as to how 
exact it might be, I would think that if you could put together in one 
place a summary of their thinking, while it obviously would not be 
the final and definitive statement for all time to come, at least you 
would begin to get an approximation of what their current thinking 
is. I don’t know where you might find that today. 

Representative Hinsuaw. You might include the public statements 
of the members of this committee. They pretty generally follow the 
statements of the Commissioners. 

Mr. Bremitter. All right, let us include them. 

I think it would be a convenient thing and a useful thing for the 
people of this country to have one sound summary, as sound a sum- 
mary as we can get. 

Representative Hinsuaw. We are going to try to get that. We 
have accepted your suggestion. We are going to see to it that the 
Commission comes up with something of a reasonably firm nature 
as soon as they can. 

Mr. Bremititer. We appreciate that. 

Representative HinsHaw. But obviously thus far they have not 
been able to agree on any such statement that can be made with 
certainty. 

Of course the dreamings of any particular Commissioner when 
he is out making speeches are subject to being put together with 
the dreamings of other Commissioners as to the probable future of 
this very uncertain technology. 

Mr. Bremer. I would have no objection if there were a report 
filed with a couple of dissents on certain parts. 

Representative Hinsuaw. My colleague just now discussed the 
possibility of railroad locomotives employing atomic energy. I think 
that is quite remote. I disagree with the “gentleman entirely. He 
has that idea; I have mine. 

Representative Van Zanpr. I doubt if you can compare an atomic- 
powered locomotive with that of an atomic-powered submarine. The 
problem is different. Railroad management is fearful should an 
atomic-powered locomotive become involved in a wreck the hot mate- 
rial will contaminate the countryside. While a badly damaged 
atomic-powered submarine will contaminate the ocean. 

Mr. Bremitier. The bottom of the ocean also. But it is precisely 
that kind of information, Mr. Congressman, we ought to get assem- 
bled somewhere so that the people of this country may know where 
we are on this matter. I would like to see the conflicting opinions 
spelled out. 

Representative Van Zanpr. Your statement definitely supports the 
wishes of the committee. Since we have been asking for the report for 
several years. 
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We also know that during the last 6 months there have been so many 
amazing developments in this field that any report assembled would 
be obsolete before they could get it in print and to this committee. 

Mr. Breminier. May I say, Mr. Chairman, that we have the greatest 
respect for the energy and time that members of this committee have 
put into this problem. We know you are working with it; you are 
doing your utmost to come up with a sound proposal for the welfare 
of the American people. We know there are conflicting opinions. 
We respect the honesty of those opinions. 

In our democracy that is how we hope to get progress, to compare our 
conflicting opinions and see if we cannot come to a common ground. 
I think that has been the genius of American democracy. 

We hope that this information will become available and you will 
eventually find a way to do the best thing that can be done for the 
American people. 

Representative Houtrretp. Mr. Chairman, as long as we are talking 
on this section 7 (b), I would like to explore what you, as a layman, 
would consider the meaning of it in the old Atomic Energy Act, the 
McMahon bill. 

This is entitled “Section 7 (b), Report to Congress.” 

Whenever in its opinion any industrial, commercial or other nonmilitary use 
of fissionable material or atomic energy has been sufficient developed to be of 
practical value— 
| want to stop right there. 

Now do you believe that the development of the Vauti/us submarine 
engine is of practical value ? 

Mr. Bremiuter. Certainly it is of practical value; if I understand 
the word “practical,” it certainly is of practical value. 

Representative Hortrietp. I just wanted to get your opinion of the 
meaning of it. 

Now if this Westinghouse reactor produces 10 million B. t. u.’s per 
period of time and it is sold to Duquesne at conventional fuel-produced 
3. t. u. price, do you consider that will be a practical value to Duquesne? 

Mr. Bremiuier. Certainly. 

Representative Hoxtrrecp. Even though they cost the Government 
three times as much as they sold it to Duquesne it would be of prac- 
tical value to Duquesne in generating electricity to sell to its customers, 
would it not? 

Mr. Bremitter. Certainly it is of practical value. 

Representative Horirrevp. Then I think we may have established 
the fact that electrical energy or atomic fission has a practical value 
and practical accomplishment, it is being used in other fields but these 
are two outstanding fields that will be used or are used now. 

Mr. Bremitter. There is a third example, which leads us to believe 
there is practical value available. That is why we need the report. 
We understand that in England their atomic village is being heated 
through atomic energy. 

Representative Hotrrretp. That is entirely possible. 

Mr. Bremitter. That is certainly of practical value. We want to 
know more about this. 

Representative Horirrerp. You understand that the Columbia River 
at the Hanford plant is several degrees warmer below the plant-than 
it is above the plant 
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Mr. Bremituer. So I have been informed. 

Representative Horirretp. Which indicates a release of heat? 

Mr. Bremitter. I was simply citing the British experiment as an- 
other reason that leads us to the belief that there are sufficient prac- 
tical examples of value. 

Representative Hinsnaw. I would like to call to the attention of the 
gentleman that the official figures on how much the Columbia River 
differed in temperature above and below the plant are measured in 
tenths of a degree and not in degrees. 

Representative Hoxirretp. I will accept the correction. And I will 
say that the volume of water there that is raised a tenth of a degree 
would indicate a tremendous amount of heat if anyone has seen the 
volume of water in the Columbia River. 

Representative Hinsnaw. The gentleman is quite correct. But the 
actual measurements show tenths of a degree. 

Representative Hoxirietp. I accept the correction because I have 
a high regard for my colleague’s knowledge on this subject, much 
higher than mine in many cases. 

Representative HinsHaw. I thank you. 

Representative Hoxirie.p. I am sincere in saying that. I consider 
my colleague one of the best informed men, particularly in the field 
of nuclear aircraft, and he is one of the men that has worked hardest 
to see that forward-looking uses be developed in this program. 

He is chairman of the Reactor Subcommittee; therefore, I bow to 
him as to his superior knowledge in this particular field. 

Now, once having established my feeling of regard for my colleague, 
I would like to return to the discussion because, after a practical value 
is conceived in their opinion to have been arrived at, the Commission 
is required by law to prepare a report to the President stating all the 
facts with respect to such use, the Commission’s estimate of the social, 
political, economic, and international effects of such use, and the 
Commission’s recommendations for necessary or desirable supplemen- 
tal legislation. 

Then the President shall transmit this report to the Congress with 
his recommendation. 

Now, let me say to you that because at least this is the reason that 
has been given by the Commission, they do not believe that the prac- 
tical value stage has been arrived at, interpreting the practical value 
phrase from the standpoint of its economic justification rather than 
from its usefulness, they have not given us this report—— 

Representative Hinsnaw. Would you yield? 

Representative Horrrtexp. I yield. 

Representative Hixsnaw. I think it would be useful to report sec- 
tion 7 (b) in part at this point in the record. 

Section 7 (b), entitled “Report to Congress” 

Whenever in its opinion any industry, commercial, or other nonmilitary use of 
fissionable material or atomic energy has been sufficiently developed to be of 
practical value, the Commission shall prepare a report to the President stating 
2il the facts 
and so forth. 

We are discussing something of nonmilitary use. The Vautilus’ en- 
gine has a practical value in a military sense. So I think we should 
be restricted in our statements to the nonmilitary uses. 
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Mr. Bremiuter. Mr. Chairman, may I just inject for a moment, we 
would like to know—the public I am talking of now—is there any po- 
tential commercial use of submarines powered by atomic energy ‘ 

Representative Hinshaw. Whenever in its opinion industry, com- 
mercial, or other nonmilitary use of fissionable material or atomic 
energy has been sufficiently developed to be of practical value, then 
the Commission shall report. 

Obviously section 7 (b) does not call for a report until some such 
industry, commercial, or other nonmilitary use has been sufficiently 
developed to be of practical value. 

Representative Van Zanpr. In reply to the gentleman’s question 
concerning the submarine, I think, until the tria ls of the submarine 
have been completed, the Atomic Energy Commission will not be in a 
position to evaluate its domestic value. 

Representative Ho.irrevp. If that is true, then they are premature 
in sending up legislation because the act anticipates arriving at that 
point before a revision of the act occurs. 

Sut, getting away from that point and getting back to the Nautilus’ 
engine, | want to know if the Vauti/us’ engine could be put in a locomo- 
tive and if it would be practical over the longtime period of its use. 
And the cheapness of the fuel, I want to know that, too. But the Com 
mission has not given me that information. 

I know that if they can put an atomic engine in a vessel as small as 
a submarine they can also put one in a contrivance as large as a loco 
motive. 

Therefore, I want to know some of these things before I start legis 
lating. 

Now, the word “commercial” is also in there. There are a great 
many commercial uses right at this time through the use of atomic 
energy isotopes in industrial processes, in the testing of metals, and 
so forth. 

I call to your attention the fact that the sale of the B. t. u.’s from 
the projected Westinghouse reactor will have a commercial aspect in 
that it is being bought by an independent enterprise and is being used 
as a factor in their business in which they are reselling the end product 
to the customers. So certainly there is a commercial aspect there. 

So the original drafters of this act apparently did foresee there 
might be economic and social and political and international effects, 
or they would not have required this report. We have been unsuc 
cessful, although there have been many requests to the Commission 
to give us this kind of report, although rumor has it that there may 
be such a report. 

Yet this committee has no official knowledge of such report. I am 
strongly inclined to believe that there may have been an attempt to 
write such a report. If such an attempt has been made, and if they 
have been unable to make the report to us, then I wonder if we should 
proceed with legislation until they can at least bring us that type 
of report, because it is on the industrial and commercial application 
of atomic energy that this bill is principally concerned. 

This is the primary purpose of this bill. This is a power bill. This 
is an electrical-power bill. Yet there is no reference to the Federal 
Power Act nor to other legislation which is on the books in regard to 
how this power shall be integrated into our national power system. 
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Representative Van Zanopr. Is it not true that existing law has 
stymied in many ways the efforts of the Atomic Energy Commission 
to fully develop the atomic-energy field, and this bill is designed to 
liberalize the provisions of the jaw, thus giving the Commission a 
freer hand ? 

Representative Hotirrevp. I do not know whether the existing law 
has stymied them very much or not. I know every time we put a new 
job on them, such as building the H-bomb, that they scream that they 
are overloaded with work. When we try to get them to develop other 
projects which the committee has in mind, they scream that they are 
overloaded with work. 

Representative Van Zanpr. I concede that point, since I had refer- 
ence to the participation of industry on a greater scale in the domestic 
field. 

Representative Horirterp. I certainly believe in that; I believe a 
wider system of encouragement by the Commission under present law 
would have made a wider participation by industry available. 

I think they have found it convenient to deal with a very few cor- 
porations. 

Mr. Bremitier. Mr. Congressman, may I inject for just a moment 
on that score, that again, as I suggested on the word “slightly,” you 
could argue inde finitely ; you ¢ ould in one sense also ar gue semantically 
about the word “practical.” 

Now we are proceeding in our thinking on the assumption that if 
the AEC thinks that it needs some changes so as to get private indus- 
try into the field, they think it is practical for industry to come into 
the atomic-energy field, and if they are not violating the letter of the 
law they are certainly violating the spirit of the law if they do not file 
a statement. 

You will note in the very beginning of my prepared statement 
here today I quoted directly from a policy statement adopted by 
the last AFL convention, saying we felt that no legislation should 
be passed until such a report is available, not only to the committee 
but to the American people, so that we know where we are in this 
tield insofar as we can know at this time. 

tepresentative Van Zanpr. In my opinion the hearings of 1953 
and the hearings we are conducting should produce a good report for 
anyone to read. 

Mr. Bremitier. I think it might be possible to get a report out of 
them, but the American people are not going to read 800 pages. I 
think you might be able to get out a reasonably concise report from 
the Commission that will get attention. I would like to see it, not 
only made but syndicated, in proper form so that everybody in Amer- 
ica would have a chance to find out where we are. 

Representative Houmretp. Would you like to have it done so that 
the members of the committee would know where they are and Mem- 
bers of Congress would know where they are before they start legis- 
lating on the subject ? ; 

Representative a My subcommittee on research and de- 
velopment just issued a very concise and simple report. In fact it 
was simplified just as anal as we possibly could in language, in 
context, and everything else so that it might be understood by the 
public. Such a report is available to the “gentleman if he cares to 
read it. 
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Representative Van Zanpr. Not only in the field of reactor develop- 
ment but likewise in the employment of atomic energy in the field 
of agriculture. ; : 

Representative Hinsuaw. We are holding hearings at the end of 
this month in the field of medicine to try to bring some of that out 
to the public. 

It is very difficult indeed to make this subject nontechnical, as the 
gentleman well realizes, to put it in simple terms so that everyone 
who runs can read it, and that does not refer particularly to candi- 
dates. 

Representative Horirretp. This merely bears out my complemen- 
tary remarks about my colleague’s ability and interest in the work. 

I suggest he send a copy of this report down to the Commission. 
And upon the knowledge contained in it, it may help them to write 
this report. 

Now I would like to get back, at this time, to section 7 (b) where 
it also says that “no license for any manufacture, production, export, 
or use shall be isued by the Commission under this section until after 
(1) a report with respect to such manufacture, production, export, 
or use has been filed with the Congress, and (2) a period of 90 days 
in which the Congress is in session has elapsed after the report has 
been so filed.” 

So I point out to you the further obligation which the Commission 
has to this moment evaded. 

Representative Hinsuaw. Has the gentleman completed his state- 
ment and testimony before the committee ? 

Representative Houirtevp. Yes, sir. 

Representative Hinsuaw. The committee will adjourn until 2 
o'clock when the witness, which we expected to hear this morning 
in addition to Mr. Biemiller, will appear. 

Mr. Bremitier. Thank you again, Mr. Chairman, for the oppor- 
tunity of presenting our view. 

(Thereupon, at 12 p. m., the joint committee, recessed, to reconvene 
at 2 p.m. the same day.) 


AFTERNOON SESSION 


The hearing was resumed at 2 p. m. 

Chairman Cote. The meeting will come to order. 

Since there are a number of witnesses scheduled for appearance 
this afternoon, the Chair has decided to start these hearings promptly 
on time, in order that we may accommodate all of the witnesses, some 
of whom have traveled a considerable distance to be here. 

I understand that one of the witnesses scheduled for this morning 
who was unable to be reached, whose turn was not reached at least, 
was Mr. Ellis, a former Member of the House of Representatives 
and now a representative of the Rural Electric Cooperative 
Association. 

Mr. Ellis, we welcome you again. The record should show that 
vou also appeared at the hearin 
summer on the general subject of 


— 


atomic energy for industrial power. 


os conducted by the committee last 
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STATEMENT OF CLYDE T. ELLIS, EXECUTIVE MANAGER, NATIONAL 
RURAL ELECTRIC COOPERATIVE ASSOCIATION, ACCOMPANIED 
BY CHARLES FAIN AND ROBERT KABAT, STAFF MEMBERS, 
NRECA; VIRGIL HANLON, MANAGER, EAST RIVER ELECTRIC 
POWER COOPERATIVE, MADISON, S. DAK.; AND MARLIN S&S. 
STEWART, MANAGER, CHUGACH ELECTRIC COOPERATIVE, AN- 
CHORAGE, ALASKA 


Mr. Exuis. Thank you, Mr. Chairman. I am grateful for this op- 
portunity to appear again. You were certainly very nice to us last 
year in hearing us out on our views. We are plea sed to present them 
again, in view of later deve slopments. 

Chairman Cote. Would you please, Mr. Ellis, also identify indi- 
vidually for the record the other individuals present with you at the 
table ¢ 

Mr. Exuts. Yes. To my right is Charley Fain, who is on our staff, 
who is an attorney, and who was, until a few days ago, speaker pro 
tempore and later speaker of the House of Representatives of the 
State of Missouri. 

Chi uirman Coir. Before you leave that, what happened in the last 
2 or 3 days? 

Mr. Exits. I said until a few days ago. Yes, he resigned, and a 
new speaker has been elected. 

Chairman Core. I thought it was rather important that the record 
should show that his tenure as speaker was severed voluntarily and 
that he was not evicted by the House of Missouri. 

Mr. Exvuis. That is right. Thank you. 

Virgil Hanlon, who is manager of the East River Transmission 
Cooperative, covering a substantial part of eastern South Dakota, 
serving several distribution electric cooperatives in that State, is on 
my left; also, though I don’t know whether he is in the room yet, 
Marlin Stewart, manager of the Chugach Electric Cooperative of 
Anchorage, Alaska, will be here and sitting immediately to my left is 
Bob Kabat, of our staff. 

If it is agreeable with the committee, I should prefer to file my 
statement for the record and attempt to highlight it without reading 
it in detail, although I shall be pleased to read it if the committee 
prefers. 

Chairman Corer. I think we can be guided by your judgment on it. 

Mr. Extis. The National Rural Electric Cooper ative Association, 
of which I am executive manager, is the service organization of the 
rural electric systems of the United States, including Alaska. More 
than 900 of the systems are members, about 92 percent of them, serving 
about 314 million farm families in the United States and Alaska. 

First, 1 would like to congratulate this committee upon its adop- 
tion of the 5-year power reactor development program. We think 
that was a great step forward, and that everlasting good can come 
out of it. The rural electric systems are more and more interested 
in the potential of the atomic energy program. 

On the second page of my prepared statement, I have included a 
resolution which was passed unanimously by our people—more than 
5,000 of them were present—in their national annual meeting in 


Miami, Fla., January 14, in which they urge the Congress to move 
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forward with the atomic energy program on a basis of the greatest 
maximum participation, that is, without exclusive patents to any 
groups. 

Secondly, I have listed on pages 2 and 3 a resolution along the same 
line passed by the Virginia State Association, as tvpical of indica- 
tions that we are getting constantly from the rural electric systems 
throughout the country. 

Our national board of directors met in Washington last week, and, 
by a formal motion, again approved this type of program, that is, 
maximum development, and without exc lusive patents. 

We are really appearing here today on a twofold problem in the 
reactor development program. One is: How can we, the rural electric 
systems, participate ¢ The other is: How can we best present to you 
our convictions in opposition to the exclusive patents amendments 4 

First, I would like to deal with the matter of our own possible par- 
ticipation in the program. Our people have been interested in the 
possibilities of atomic development for many years. It wasn’t just 
out of curiosity that they became interested, because almost since 
the rural electrification program started, in various areas of the coun- 
try, we have had power suj yply problems constantly. In 1947, when 
our national meeting was Me ld in Spokane, W ash., we had on our 
program Dr. Leo Czilard, who, I am sure, you all know, and Dr. 
Linus Pauling of California Tech. Dr. Czilard was then with the Uni- 
versity of Chicago. We later had Dr. Spedding of Iowa State on 
our national program. He, too, had made important contributions 
to the program. We have had Members of Congress on our na- 
tional program to discuss possible atomic energy development, in 
cluding the Honorable Chet Holifield of your committee at our meet- 
ing in Miami this vear. 

We have held many conferences with officials and employees and 
former employees of the Atomic Energy Commission, some of them 
jointly with REA officials. Only recently, the REA Administrator, 
Ancher Nelsen and his assistant, Roy Zook, and Bob Kabot, and I, 
had a conference at some length with Dr. Hafstad and Dr. Peterson 
of the Reactor Division of the Atomic Energy Commission, looking 
toward the possibility of the rural electric systems’ participating in 
the program. We have talked with several consultants, with the idea 
of possibly somehow trying to get their assistance in helping us. We 
have written most of the companies, if not all of the companies, who 
are manufacturing or considering the manufacture of reactors, to de- 
termine from them as best we could how they thought we might 
participate in cooperating in the program. 

The loads, the demands, of the farmers for electricity are skyrocket- 
ing in the country. They are not leveling off. Farmers are learning 
more and more ways to use electricity. There is more and more need 
for it. There is less manpower you see every year available on the 
farm, a third of a million less farmworkers each year the last year or 
two, I believe. So the farmers are putting electricity to work to re- 
place manpower. That trend has been going on now for several years. 

Many of our systems are in trouble, because they just can’t find 
power supply fast enough to keep up with these growing loads. 

Our rates are often very high for wholesale power. 
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At page 5 in our prepared statement, we have listed average rates 
which we are having to pay for wholesale power in some of the States 
of the country. Starting with Alaska, 2.96 cents per kilowatt-hour; 
North Dakota, an average of 1.29 cents; South Dakota, 1.28 cents: 
Minnesota, 1.39 cents; Wisconsin, 1.36 cents; Michigan, 1.27 cents; 
Maine, 15 mills plus; Pennsylvania, 11 mills. 

We have here a map—— 

Representative Hoxiremip. You don’t mean 11 mills. You mean 
1.51 cents for Maine and 1.10 cents for Pennsylvania. 

Mr. Exits. That is right. One cent and ten hundredths would be 
eleven mills. 

Representative Horirrep. I see. It is my mistake, Mr. Ellis. 

Mr. Eustis. We have here some maps in which we think you would 
be interested, because as we see this bill, it is really a power bill, 
gentlemen. To us it is. And if power is going to be developed 
economically from atomic energy, it will likely be developed first in 
areas of very high-cost power development, and therefore these maps, 
which show our cost of wholesale power throughout the country on 
the average, we think, would be of interest to you. 

You will notice that the highest cost is the dotted area on this 
map, and that beginning with the 15 mills in Maine, coming down 
through New Jerse “V and Pennsylvania, jumping over to Michigan, 
Wisconsin, Lowa, Minnesota, and the Dakotas and Utah. This map 
shows Alaska down in the lower left-hand corer. That is our highest 
cost area 

Chairman Cote. Is the tabulation of the material on that map con- 
tained in your prepared statement ¢ 

Mr. Euuis. Yes, it is contained in attachment No. 2 on the back. We 
have listed the rates in all of the States in order of decreasing costs. 

These rates, by the way, with 15 mills as the extreme in Maine, 
come down as low as 3.2 mills as the cost of the wholesale power to us 
in the State of Washington. 

Chairman Coie. How does it come about that the rates are rela- 
tively low in the far Mississippi area, in the Missouri Basin area? 

Mr. Exxis. In the lower Missouri Basin area, the rates have been 
affected by Southwestern Power Administration hydropower and by 
the fact that the Rural Electrification Administration has made loans 
to several groups of cooperatives to form their own generation and 
transmission cooperatives to generate their own power. 

Chairman Coir. How about Wyoming, Colorado, Nebraska, and 
Missouri ? 

Mr. Exxis. The Wyoming and Colorado rates have come down con- 
siderably in the last few years, due to Federal hydropower in those 
States. The same is true to some extent in Nebraska. Nebraska is 
getting some Bureau of Reclamation power from the Northwest and 
some from the Northeast, out of South Dakota. The balance of the 
power in Nebraska is produced in public power districts, some of it 
hydro. 

Now, in the State of Kansas, power has come down recently, in the 

last few years, in the southeast part of the State, due, we believe, 
oo ‘ause it came simultaneously with other reductions, to the South- 
western Power Administration and hydropower in that area. But 
there is another factor. Kansas is in the gas area, and low-cost gas 
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contracts, extending over several years, have enabled power com 
panies out there to produce power at a lower rate. However, there is 
an attempt now being made by gas companies to raise rates to the 
power companies in that area, and we fear those rates are going up. 

In the upper Missouri, we expect, in North and South Dakota, those 
rates to come down some, as Fort Randall, Oahe, and Fort Garrison 
power is made available to us. But there is no relief in sight, no 
appreciable relief, except maybe in the extreme western part of Min 
nesota and Iowa, through Wisconsin, Michigan, and all of New Eng- 
land, New York, Pennsylvania, and New Jersey, with the exception, 
in the area of the latter States, of St. Lawrence power, which we now 
hope will substantially affect the rate, particularly in Vermont, New 
York, and Pennsylvania. 

About 32 percent of the income of the rural electric systems has 
to go for the cost of wholesale power, and our rural electric systems 
in much of the country are really having a struggle to stay in the black, 
because their loads still are relatively small and their load factors are 
not good. Their loads, we hope, will build up, but lack of power 
supply in some areas has also kept the loads down. 

The rural electric systems as a whole in the country are becoming 
a very substantial part of the electric industry in the United States. 

We purchased, in the fiscal year 1953, more than 12 billion kilowatt- 
hours of electricity. In that year, we paid to the commercial power 
companies and the Federal Government and some public agencies, 
State and local, $96,900,000 for electricity wholesale. That does not 
include the 14 percent of our supply which we generated ourselves. 

The Rural Electrification Administration, as you know, can make 
loans and is making loans, and has made loans very recently, to rural 
electric systems to generate their own power. REA, however, will 
do that only where there is either not sufficient power available or 
where the farm people can thus effect substantial savings. That has 
long been the REA policy. 

Representative JENKINs. Just one question. As I understand it, 
down in my section of the State of Ohio, we have a big rural electrifi- 
cation unit in operation, and as I remember it, we had to enter into 
a contract with the other authority, the producing authority; and 
if you find yourself tied up with contracts with producing companies 
you are bound to get all your power through them and you have to 
take what they offer you. And how can you get along with the two 
contracts ¢ 

Mr. Exuis. That is a tough question, or a bothersome one. If we 
seek to generate our own power, we would seek to have a plant come 
into production at a time when those contracts are expiring, or at a 
time when we, through arrangements with existing suppliers, can 
interchange power and taper off one as we come into the other. We do 
not have at the moment any effort underway to generate our own 
power in Ohio, but in other States, where we have done that, often this 
has been the case, too, that the power companies are glad to get rid 
of us at the expiration of a contract. They simply wouldn’t have 
suflicient power to meet our demands, or for some other reason they 
would work with us on effecting a tapering off or even a sudden cutoff 
on the scheduled time. 

Representative JENKINs. I assume, if you started along new lines, 
you could make any kind of a contract you pleased. 
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Mr. Exiis. Yes, we could. Mr. Nelsen, the Administrator, made a 
loan to a cooperative in Michigan, a distribution cooperative, very 
recently, and the power supply in all that area was inadequate. The 
power suppliers of the co-op were, I believe, pleased to be relieved of 
the load, and the cooperative is going to work with its former sup- 
pliers, [ believe, and it is an arrangement that usually works out very 
well. 

Senator Pasrore. Mr. Ellis, may I ask you a question, please? I 
noticed that you have no indication on Massachusetts, Connecticut, and 
Rhode Island. 

Mr. Exxis. I am sorry about that, Senator. I mean I am sorry we 

‘an’t give you some indication of rate there, but we don’t have any 
rural electric cooperatives in those States, and these were only the 
rates which we are pay ing, you see, for power wholesale in the States 
named. We do have a Vermont cooperative that serves some farmers 
in Massachusetts, but it purchases the power, I believe, all of it, in the 
State of Vermont. 

Senator Pastore. Well, would it be fair for me to say that the rates 
in that part of the country are the highest of any place in the country ? 

Mr. Euuis. Yes,sir. The rates are the highest in the New England 
area, let me say, and the adjacent area. 

Senator Pasrorr. And principally because these States must depend 
for their generation on conventional fuels, like coal and oil? 

Mr. Ex.is. Yes, sir. 

Senator Pasrorr. Which have to be transported there from other 
parts of the country / 

Mr. Exits. I think that is true, sir. We are hoping that rates will 
come down after the St. Lawrence power is developed, and after 
Niagara power is developed, if it is, and maybe Passamaquoddy power, 
but we are also hopeful that atomic fuel will assist in the future in 
bringing down electric rates in these higher power cost areas. 

Senator Pastore. Well, now, that is precisely the point. I may be 
anticipating a little, but I think in the main your view is that this 
legislation should not pass in any form. Am I right? 

Mr. Ecsis. We think that this particular bill should not pass in 
anv form in which we can conceive of it at the moment. 

Senator Pastore. Principally because you feel that the public is not 
ready for it? 

Mr. Exx1s. We do not believe there is yet sufficient experience from 
the Government’s own efforts to begin doing what this bill provides. 
In our opinion, the public is simply not protected, under the bill. 

Senator Pasrorr. Well, how would you say the people of Rhode 
Island, Connecticut, and Massachusetts are protected, if they have no 
substitute fuel? They can’t rely on hydroelectric generation. If we 
won't give them atomic energy, they are going to be in a very dis- 
advantageous position revony canater A speaking. I mean the very 
presentation that you make here today is inimical to the interests of 
the people of Massachusetts, Connecticut, and Rhode Island, only be- 
cause they don’t have the advantage of this publicly owned cheap 
power. 

Mr. Exuts. I don’t necessarily disagree with part of your statement, 
but I hope you will permit me to disagree on this point. 

Our experience is that wherever hydropower has been developed 
in the United States at substantially lower rates, the power com- 
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panies themselves have seen fit, because of a competitive influence, to 
reduce their rates very substantially, and once reducing them have 
found that their own incomes, their own sales of power, have gone 
up. That happened all around the Tennessee Valley Authority area 
We think that the monopolistic situation that exists in some of these 
high-power cost areas, and a in New York-New England- 
Pennsylvania, more particularly in Pennsylvania, exists artificially ; 

that it is not necessary for those r: sen to be that high. Let me show 
you what happened to us fairly recently. Our rates were high in 
Pennsylvania. It just didn’t look right to our people that they should 
have to pay such high wholesale rates to the power companies for 
wholesale power, when the power companies often had to haul the 
coal pre actically no distance at all to generate the power in Pennsy] 


vania. They organized a generation-transmission cooperative in 
Pennsylvania looking forward to generating their own power. At 


the same time, when it looked, a little later, as if they might not be able 
to get the ae they employed an engineering firm from Atlanta, Ga.. 

that had a great amount of experience with this sort of thing, to 
negotiate with the power companies to see if it might not be possible 
to get lower rates. The net result was that the power companies very 
substantially reduced the wholesale rates to the electric cooperatives 
in the State of Pennsylvania. It is my opinion, for whatever it is 
worth, that the power rates of the northeastern part of the country 
could be substantially reduced by the power companies. 

Now, what we fear is that the power companies will obtain even 
stronger monopolistic positions, and that we will get even more mo- 
nopoly from the power industry than we now have in this country. 

I am not qualified to present this picture, but I have heard the 
statement presented by persons who are better qualified than I to know, 
that the whole power company set-up in New England is inefficient. 
They tend to be small companies. They have never achieved many 
of the efficiencies that exist among power companies in other parts 
of the country. I don’t mean that as a criticism but as a statement of 
fact regarding a situation that exists. 

It is our hope that atomic energy will be kept free from monopoly, 
and that it will be one of the great factors in bringing power rates 
down all over the country. And I believe that real competition would 
come much nearer existing in the absence of exclusive patents than 
with them. 

Senator Pastore. Well, the only thing about your argument is this: 
You say that the trouble with the power costs in New England is the 
fact that you have many small companies and you don’t have monop- 


‘ oly, and that is the reason why the rates are high. Then you tell me 


that if you keep this in such a way that we don’t have monopoly, your 
rates generally are going to be small. There is a certain paradox in 
your argument. 

Mr. Exis. Well, Senator, I don’t mean to say that you don’t have 
monopoly in the New England situation. I think you do have. The 
power companies are organized in many, many ways. But the point 
that I was making lightly, because as I say I am not qualified to present 
the technical argument on it, is that the companies of New England 
do tend to be small, and that they have not worked out efficiencies 
there which do exist, as for instance in the Northwest, where they have 
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a power pool with both the Federal Government and the power com- 
panies participating, exchanging power over a wider area. Perhaps 
with the hydro develoment that we hope is on the way up there, with 
the St. Lawrence, and possibly Niagara, Passam: vquoddy, and possibly 
others, something may be worked out. We hope so. 

Chairman Coxe. At this point, let the Chair express a thought to 
guide the committee and the witnesses. There are six witnesses sched- 
uled for this afternoon. We started at 2 o’clock. We hope to finish 
by 5 if possible. That period of time, divided equally among the 6 
witnesses would be about half an hour. I don’t have any thought for 
the moment of curtailing anybody, any witness or any member of the 
committee, but I do feel the committee should be advised of the long 
schedule that we have this afternoon. 

Representative Houirre.p. Mr. Chairman, I just want to comment. 
on that. I think that there has been no one any more faithful in his 
attendance at these meetings than I, and I personally hope that there 
won’t be a program outlined that will start cutting off these witnesses, 
especially people with the background of experience that our former 
colleague in Congress, Mr. Ellis, has had. In view of the fact that he 
represents a great number of people, and I feel that he has a back- 
ground of knowledge in this subject that we can utilize in this com- 
mittee, I hope there won't be any program adopted to rush through 
Six witnesses to the detriment of our cross-examination of these people. 

Chairman Corz. The Chair cannot allow that statement to rest 
without an explanation. Mr. Ellis, at the beginning, asked to have 
his prepared statement put in the record, and then he asked permis- 

ion to pick out some salient excerpts from it to bring to the attention 
of the committee. That has required a half hour’s time so far. The 
Chair, as he said at the beginning and as he reiterates, hs as no intention 
of cutting anybody. But it did develop at this morning’s session that 
only 1 of the 3 witnesses scheduled was allowed to complete his testi- 
mony. So that means that we have 2 carryovers for this afternoon. 

Representative Hoxirtetp. Well, of course, I am sorry about the 
carryovers, but this is an important matter in the public interest, and 
as far as Iam personally concerned, I intend to explore this matter, and 
I think I have been very cooperative, and I intend to be cooperative 
in the future with the committee, but I serve notice right now, sir, that 
unless we are given an opportunity to question, I will take a different 
attitude toward these hearings. 

Chairman Coir. Well, certainly there is nothing the Chair has said 
that would indicate he has any criticism of the way the gentleman 
from California has conducted himself. At least he hopes not. 

Representative Horirretp. Mr. Ellis, you have been testifying in ° 
regard to these high-cost areas, and I be lieve you pointed out the fact 
that in these New England areas, where the cost was high, it was due 
to certain economic factors, including that of monopoly. And even 
though small companies exist up there, each within his own area has 
a monopoly, due to the franchise system. Is that not true? 

Mr. Exxis. That is true. There is never any competition any more 
between power companies. 

Representative Hotirreip. In other words, there can very easily be 
an agreement among them in regard to what is considered a fair rate; 
of course, always regulated by their respective State utility com- 
missions. 
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Mr. Exuis. Yes, sir. 

Representative Hoxirretp. Now, if a new source of power can be 
developed which would cut that rate in half, you feel that these high 
rate areas should have access to the new atomic cheaper power just the 
same as the people have access to the hydroelec tric power, which is 
not available in the New England area 

Mr. Exxis. Yes, indeed. 

Representative Hoitrrecp. And therefore your thought in asking 
that nonexclusive patents be allowed if any patents are allowed is for 
the protection of the energy purchasers in that area ? 

Mr. Extis. Yes, sir. 

Representative Hoxirrero. To guarantee that they will get the bene- 
fit of this without that benefit being denied by patent royalies or 
other high costs? 

Mr. Exuis. We are extremely anxious to see this program move 
ahead. We feel that if it does move ahead and if exclusive patents 
are granted, however, the same ieameinale situation will pertain or 
get worse, and that we will probably not receive, the rural electric 
systems, the farmers they serve, much benefit from it. 

In Maine, we have five little cooperatives that are struggling, can 
hardly exist, and the greatest barrier they have is that very high cost 
of power which they must pay in relatively low farm income areas, 
mostly potato country. 

Representative Horirmrp. And if your cooperatives could have 
access to a type of powerplant that would produce electricity at a 
cheaper cost than you are now paying, you would, by the very virtue 
of the fact that you are a cooperative organization, pass those benefits 
on to the people, would you not? 

Mr. Exxis. Automatically. 

Representative HotiFreip. On the other hand, if ar~s in that tech- 
nology were patented, where royalty costs could be included as a fac- 
tor of costs of electricity, it would naturally mean you would pay 
higher for it in those areas ? 

Mr. Exuis. That isright. Yes, sir. 

Bob Kabot just reminds me, here, that in New York State, a couple 
of years ago, when the rural electric systems signed a contract with 
an engineering firm, for a generation and transmission co-op study, 
the power companies voluntarily reduced their rates 1414 percent to 
the electric cooperatives in order to stop that proposed ge neration and 
transmission cooperative. An element of competition, we feel, is very 
effective in the power industry, in the whole utility industry. Not 
outright competition. That is probably impossible any more. But 
the effects of competition, such as in the case I have just mentioned. 

Senator Pasrore. May I interrupt at this point, with the indul- 
gence of the Congressman ? 

What do you mean that Rhode Island would have two power com- 
panies instead of one? I don’t get th’s “competition” business. 

Mr. Exxis. No. Suppose that Passamaquoddy—Niagara-St. Law- 
rence power is developed by either the Federal Government or the 
State government. And the State of New York, as you know, is 
now going to develop the St. Lawrence power. Now, if that power 
is made available for sale in that area, and if history repeats itself 
in America, just the very competitive influence of that low-cost Fed- 
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eral power being made available in the area at wholesale, not retail, 
will cause power rates to come down substantially. That is what I 
mean by competitive influence. 

Senator Pasrore. You mean that if the rates come down in the 
Mate of New York, that will have an effect on the rates in Rhode 
Island, where they have exclusive service ¢ 

Mr. Extis. I would think so. We can show you, from studies we 
have made, that around, and for some distance around, each Federal 
power project that has been developed in America, rates have tended to 
come down, or come down more than the tendency nationally. 

Senator Pastore. Well, that isn’t competition. That is psychol- 
ogy ; isn’t it ? 

Mr. Exxis. Let’s call it psychological competition, then. It seems 
to work. And that is what we are interested in. 

Senator Pastore. Well, I hope you are right. 

Mr. Exits. I think you will be interested in this fact. And I am 
trying to make the point here that the rural electric program pon a very 
substantial part of our economy now in America, with over $2 billion 
invested in rural distribution facilities. The Federal Goteduienaten has 
made loans to rural electric systems in the country for the generation 
of their power, the generation and transmission of their own elec- 
tricity, in excess of a half billion dollars. Still they only generate 14 
percent of the power they use. These generating plants built by the 
rural electrics throughout the country range in installed capacity all 
the way from 5,000-kilowatt plants to larger plants up to 116,000 
kilowatts. Therefore we think that the Atomic Enetgy Commission 
could well consider placing one or more of these experimental plants 
in cooperative generation-transmission systems in the country. There 
would be some real advantages in doing so. For instance, the rural 
electric systems usually are not connected with any a r electric sys- 
tems. You would have an opportunity to gage exactly, or more exact- 
ly, the costs involved. Usually a small electric generating coli would 
not work into 4 major system as efficiently as it would into a smaller 
system. 

Now, that may not be well said from an engineering standpoint, but 
what we mean is this: That the large systems simply can’t afford to 
fool with little generating plants. We can, because we have to. 

Representative HinsHaw. Mr. Ellis, may I suggest that the indica- 
tions ‘thus far are such as to lead us to believe that a small generating 
plant is not economical in the production of atomic energy into elec- 
trical power; that the probable economical size plant for production is 
on the order of one to three hundred thousand kilowatts. 

Mr. Ex.is. Thank you, Congressman. That is also true in steam. 
But the fact is that we have to build the small plants. 

Representative HinsHaw. But that doesn’t lend itself to small-plant 
size. 

Mr. Exsis. With some of the processes, I understand that may be 
true. But we are also advised, from our discussions with all the people 
with whom we have been able to talk as yet, that the use of fissionable 
material may be feasible in plants from even as low as 10,000 to 60,000 
kilowatts; and we can use plants in that range, and 60,000 kilowatts is 
the size of the one which I believe is under construction now by 
Duquesne Power Co. in cooperation with the Atomic Energy Com- 
mission. 
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Representative Hinsnaw. Well, that is not what you might call an 


economical plant. There is one that is being built for 10,000 kilowatts, 


but that is for special purposes and not intended necessarily to be 


economical. 


Representative Hoitrrme tp. Of course, the point is that we do not 
know what the future is, and that if economical plants are developed in 
the future, you want to have access to them. That is the point. 

Representative Hinsuaw. You naturally would. But you can’t rely 
on having a small plant available to rural electric cooperatives in the 
near future that is going to be economical. 

Mr. Exuis. As I understand it—and we are not asking for permis- 
sion to build one outright ourselves—the plan of AEC is to pay the de- 
velopment costs in any plant that is built by commercial companies, to 
some extent. We would like to see one of these development plants 
built on an electric system somewhere. 

Representative Hinsuaw. You have just said that one of the lowest 
cost areas for your purchase of power at wholesale is in the Northwest, 
where very large projects are in order, and where there is a grid sys- 
tem of interchange between one power system and another, and i 
fact between all power systems ; and that the reason, no doubt, why the 
power rates are so low there is because of that very fact. 

What you are saying now is not quite in accord with my idea of 
what you said before. Maybe I am wrong. 

Mr. Exits. Congressman, we would like not to have to generate any 
of our own power anywhere. But in isolated situations and power- 
deficient areas throughout the country we are forced to do it. And 
usually those are situations where we cannot interconnect and cannot 
get the great advantages which are achieved in the Northwest through 
interconnection. Usually we can’t tie into hydro as they do in the 
Northwest to cut the cost way down. Where those situations do 
exist—Anchorage, Alaska, is a good example, and parts of Minnesota, 
Wisconsin, lowa, and Michigan are good examples—we think that 
this kind of development might well be tried in those areas. 

Representative Hinsuaw. You would prefer to purchase power 
wholesale from a plant that was producing at an economic rate, rather 
than install a plant that was too small to produce at an economic rate, 
just for the purpose of having the plant ; would you not ? 

Mr. Exuis. Yes, sir. But there are many areas in the country now 
where we can’t purchase all the power we need. 

Representative Hinsuaw. That answers itself in the determining 
of the economic situation of the plant, and not merely a desire to open 
a plant in a rural electrification system. 

Mr. Exuits. Oh, that is right. We purchase about half the power we 
use from the commercial power companies. We are purchasing 29 
percent of the power we use, I think, from the Federal Government. 
We are only generating 14 percent of what we use. 

Representative Hovirmip. Let me ask the gentleman this question. 
If an atomic plant was built by the Government in a cooperative area, 
and they would sell the Btu’s to you at a conventional cost price, 
would you be in a position to buy them? The kilowatts? 

Mr. Exuis. Assuming the other factors that I have mentioned here: 
yes, 

Representative Horirrerp. The reason I ask you that question: The 
Westinghouse reactor and the Duquesne combination is being built 
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now. The reactor is being built at Government expense. And re- 
gardless of the cost of the Btu’s they are being sold to the private 
power company at conventional Btu costs. And they, of course, are 
taking them, then, into their regular heat-conversion processes and 
turbines. But the point I am making is that uneconomic power is being 
produced or will be produced by the W estinghouse reactor, but it is 
being sold at an economic price to Duquesne. And so, if we have to 
produce some more uneconomic power, or some uneconomic Btu’s in 
this research and eee period, you would still be willing to 
buy them, provided the Government made you the same principle of 
reduction as they are making to Duquesne. 

Mr. Extis. We would like to buy them right today at Anchorage, 
Alaska, where we are going to have to install a new generating unit. 
The loan has just been made by REA. I don’t know if Mr. Stewart 
has come in yet. He is the manager of the system there. We would 
be ready now to enter into such an ararngement with AEC like 
that. 

Representative Hoxrrterp. And I notice your costs there are 2.96, on 
your map. 

Mr. Exuis. That is right. 

Representative HoutrteLtp. Which is very close to 3 cents. 

Mr. Exuis. And I believe—you would be in a better position to de- 
termine this than I—that Dr. Peterson of AEC would tell you that in 
their opinion, except for development costs which are not directly 
related to production of power which they would continue to tie into 
one of these plants, they believe it is now more than competitive with 
rates like that, that they can now see that far ahead. 

Representative Horirietp. I think testimony before our committee 
has established the fact that estimates of the cost have been made at 
around 21 mills, and that some of the new reactors—and, as I say, 
they may go even lower than that by the time we get them built, by the 
use of technology which would be invented during the next 3 or 4 
years or discov ered in these reactor developments. 

Mr. Exits. I wouldn’t belabor this point, but I want to give you 
one more example. 

Virgil Hanlon who is sitting here, is manager of a federated trans- 
mission cooperative in South Dakota, that has no generation of its 
own. Rural electrification in South Dakota was held up many years 
because the farmers just couldn’t get wholesale power there. The 
commercial companies could not provide it to us. Nobody could. 
Finally, with the Missouri River development coming on, we were able 
to make arrangements with power companies and the Federal Govern- 
ment to bring i in power a little before the Federal Government power 
would come in, and rural electrification moved ahead in that State. 
But hydropower is limited. Not a lot more can be developed than is 
now projected, including Oahe Dam, which has just started. 

So the day is coming, “not too far aw ay, when Virgil Hanlon’s sys- 
tem, extending over—what? Nearly a third of the State of South 
Dakota? 

Mr. Hanton. That is right. A third of the population of South 
Dakota. 

Mr. Extis. Will have to look toward its own generation or make 
contracts which do not now seem possible with anyone. 
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I would like to now move on into another phase of what we wanted 
to talk with you about. 

We congratulate the authors of the present bill for their determina- 
tion that the Federal Government shall retain title to the atomic fuels. 
We feel that this, bill however, since there is already an 85-percent 
monopoly in the power business in America by the commercial com- 
panies, might tend to permit that monopoly to increase. 

Representative Hinsnaw. What does the gentleman mean by a 
monopoly existing in the field? Does he mean by that that these 
‘companies, by virtae of having their franchises granted through 
State regulatory agencies, have a monopoly in their respective terri- 
tories, that the business is a monopoly in that sense’ Or does he 
mean that there is a combination of all of the companies in restraint 
of trade to the extent of 85 percent of all the companies? 

Mr. Enis. Well, the answer would be “Yes” to the first part of 
your statement. ‘The companies do, by virtue of State laws and com- 
mission franchises and city franchises, have about an 85-percent 
monopoly position territorywise, or population-territorywise, we will 
Say. 

Then, of course, the commercial companies are tied into each other in 
many, many ways, through their investor groups, through power pool 
arrangements, through trade relations, and usually do, in a given area, 
as we saw so well in the last 2 days in testimony presented to the 
Interior Subcommittee from the southwest, present a solid front. 
They are together on their plans. They are usually tied together, in 
most areas, more or less into power-exchange arrangements. So | 
think they, by any interpretation of law that I know of, do enjoy a 
strong monopoly position. 

Representative HinsHaw. The gentleman is perfectly well aware 
of the Holding Company Act which came out of the Interstate and 
Foreign Commerce Committee; and in pursuance of that bill that 
monopolies in the power business as such have been pretty well broken 
up ¢ 

Mr. Exxis. I will agree with you, Congressman, that the holding 
companies were pretty well broken up, except for integrated systems. 
However, many holding companies still exist. For instance, Middle 
South Utilities, Inc., of New York City, has in it the Arkansas Power 
& Light Co., the Mississippi Power & Light Co., the Louisiana Power 
& Light Co., and the New Orleans Public Service Co. Furthermore 
the various relationships that still exist through the investor groups 
are almost as strong as they were at the time of the Holding Company 
Act. 

I believe the greatest advantage of the Holding Company Act in 
that respect was the breaking up of holding company properties not 
physically interconnected. They have to be physically connected 
now, under the law. And it was a fine act. It did a real service for 
the country. But I think the monopoly situation, while not existing 
so extensively as it did, say, through the Insull properties, does still 
exist in the country. 

Representative HinsHaw. I am sure that if there were any that 
appeared to be deleterious to the entire setup, the Federal Power 
Commission would have been after them long since, and the Securities 
and Exchange Commission, to break them up into lesser sized organi- 
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zations and divest them of the ownership of other organizations, 
would they not / 

Mr. Extis. I don’t know that I can agree with you on that. I 
think that the Federal Power Commission- 

Representative Hinsuaw. And the Securities and Exchange Com- 
MISSION. 

Mr. Exuis. Yes. And the Securities and Exchange Commission’s 
authority is pretty limited, except where there are disconnected prop- 
erties in the country. Iam afraid they have no authority now to do 
much about a monopoly situation within a given holding company. 

The American Gas & Electric Co. holding company system is far 
flung, extending into many States, and the “monopoly is absolute in 
those areas, but there is nothing being done about it so far as I know. 
And I am not advocating that anything be done about it toward 
breaking it up. It just does exist. 

Representative Hinsuaw. It is a monopoly in the territory which 
it serves, just as an REA is a practical monopoly in the territory 
which it serves. 

Mr. Exuis. The first part of your statement is correct. 

The rural electric systems usually are not given designated terri- 
tories. That is true in only very few States. 

Representative Hinsuaw. Well, not designated territories. But by 
virtue of the fact that they pay no taxes, they can cut the rates of 
anybody else in the territory. 

Mr. Exxis. Well, the rural electrics are often the biggest taxpayers 
in their counties. 

Representative Hinsuaw. They may be in some counties, yes. 

Mr. Ex.is. They do not pay profit taxes, because there is no profit. 
But usually they pay all of the local and State taxes. In most States 
the Vv do. 

Representative Hinsnaw. Perhaps that is right. I won’t challenge 
that statement. 

Mr. Exxis.° And in most areas they are operating only in very thinly 
settled, relatively thinly settled territory, territory which the com- 
mercial companies had not served at the time they started. And they 
are having quite a struggle, I can assure you. 

Represent: itive Hinsuaw. I agree with you on that. But I have 
found that they have exercised the privilege of purchasing the lines 
of private companies, or else supplying power at some lower rate, 
which private companies couldn’t compete with, and they have very 
successfully taken over in those territories, 

That isallright withme. Ihave no complaint on it. 

Mr. Exuis. We have no authority to buy out anyone else. We can’t 
borrow money from anyone else except the REA, and we can’t borrow 
money from REA to build a commercial line to serve people already 
served, except incidentally where that helps to serve other areas and 
makes feasible a project in a wider area, And we have purchased a 
few of those lines, but only where the commercial companies wanted 
iosellthem. We never have taken any of them. 

Representative Hinsnaw. They are glad to sell when the REA 
comes in,asarule. We won't belabor that question, though. 

Mr. Exuis. We think that if a law is going to be passed which will 
affect the rights of all utilities to participate in the atomic energy 
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program, it ought to have in it all of the protection that can possibly 
be provided. 1 

I would relate that statement to the Federal power laws. The Fed- 
eral power laws are themselves very inadequate in some instances. 
The Federal Power Commission members tell us so themselves. Yet 
they are far more extensive and we think go much further toward pro- 
tecting the people and toward protecting all utilities than do the 
provisions in this bill. 

For instance, the Federal Power Commission is given the right 
to license a power company to build a project on a navigable stream 
in America. A couple of years ago, maybe 3 now, the F ‘ederal Power 
Commission granted a license to the Virginia Electric & Power Co. to 
build the Roanoke Rapids Dam on the Roanoke River in the northern 
part of North Carolina. But it did not give to the power company 
title to the water. It did not give the power company any exclusive 
patent situation. Somebody else can go and develop more power on 
the river. Always, under the Federal Power Act, there is some pro- 
tection to the Government and to the people. 

Furthermore, if the Federal Power Commission grants a license to 
a power company to build such projects, there is a limitation of time 
during which the project must get under construction, or the license 
may be revoked. And the license is for a fixed number of years, also. 
It is not an unlimited thing. 

We don’t know where we are with regard to atomic energy. We 
feel very inadequate to even talk with you about this matter. Be- 
cause none of our group is cleared with the Atomic Energy Commis- 
sion. We can’t talk with them or with other people about details. 
Although we have been trying to move into this thing for some time, 
our resources are limited. We can’t set up one of these study projects. 
We cannot as yet find a way to cooperate with any of the power com 
panies or with any of the big chemical companies to study the matter. 

Chairman Corr. Explain, Mr. Ellis, when you say you have not 
been able to get information from the Commission and you have not 
been able to participate as a study group. 

Mr. Exxis. We have talked with people in the Commission several 
times, Mr. Chairman, and they tell us at points of the conversation, 
“We can’t go beyond this. We can’t tell you more. We can’t give 
you restricted information.” We have talked to them. saying, “How 

can we get clearance, so that you can tell us more about what can be 

done in this development?” And they say, “Well, if you had a study 
group set up”—the Detroit-Edison Power Co.-Dow Chemical Co. 
group has been mentioned—“so that vou have a real project under 
study with the Commission, then we can clear limited numbers of 
you to discuss these matters further.” 

We have not found a way as yet. And if the Commission can sug- 
gest any way to us that we could obtain clearance, we would be glad 
to have it. 

Chairman Corr. What is the reason you haven’t set up a study 
group ? 

Mr. Estas. We have not the resources. We just don’t have the 
money with which to pay consultants on the scale that we would have 
to have them, and set up the personnel that it would take. 

Chairman Cote. You would not expect the Commission to provide 
those to you? 
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Mr. Exxis. We would expect the Commission and the Congress to 
provide protection to all groups in the country, and we don’t think 
that protection is being provided to us at this stage. We are being 
kept in ignorance, and there is no answer to it that we can see. We 
are not contributing anything. We are just coming to you for help, 
saying to the Congress, “If you can’t help us, we don’t know of any- 
body who can.” 

Chairman Corr. I don’t think you are asking the Congress to 
direct the Commission to turn over restricted data to anyone who 
might apply for it, even though that person may be a perfectly re- 
spectable person. 

Mr. Exuis. Oh, no. I didn’t mean to suggest that, sir. I am sug- 
gesting that there ought to be some way worked out by which the rural 
electric program in this country, through its representatives, could 
at least obtain some of the knowledge that is now available in electric 
ower production in the atomic field. And that is being denied to us. 

Ve haven’t found a way to approach it. If there is some way within 

our means and resources, we would like todo it. Weare even talking 
with the Administrator, Ancher Nelsen, now, about the possibility 
of working out some arrangement with AEC for a study group to be 
set up with REA. The Atomic Energy Commission has moved to 
some extent in the direction of what we are talking about. It has 
liberalized, in the last few months, I believe, the regulations with 
which study groups could be cleared. 

Representative canna Will the gentleman yield for a helpful 
suggestion ? 

Mr. Exuis. Yes. 

Representative Hortrretp. The Detroit-Edison people are putting 
$4,100,000 into research and development. Mr. Cisler testified they 
are including that in their costs of operation, and therefore it is passed 
on in the form of rates to the people that buy electrical energy from 
them. 

Why can’t you raise the rates on your rural users and allocate a 
million dollars, integrate it into your cost of operation and come to 
the Commission with a project ? 

Mr. Extis, Congressman, if we did that, the raising of rates would 
affect the amount of power our people use. It would throw our rates 
out of line throughout the country. That would be a tremendous 
burden to add to the rural electric rates in the country. I just don’t 
think it would be possible to even talk out a program like that with 
our people. The program is too widespread. It is scattered through- 
out 45 States and Alaska. There would be no way of talking that 
matter out with our people. 

Representative Hoxirre.p. You feel, then, that you could not avail 
yourself of that means of going into research and development, such 
as, for instance, the Duquensne people, who have given a bonus to the 
Aatomic Energy Commission of $5 million, which will also be inte- 
grated into their cost structure and passed on in rates to the consumers 
in that area? 

Mr. Exu1s. No, sir; it would be beyond the practicalities of the rural 
electric systems to do that. 

Representative Hortrrep. Then you look to the Congress to pro- 
tect you in this instance. 
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Mr. Exuis. We do indeed. That is why we are here. 

Chairman Core. You do not mean you expect the Congress to pro- 
tect you by way of denying other study groups from carrying on 
their studies? 

Mr. Exuis. Oh, no. 

Chairman Corr. To protect you in that sense. 

Mr. Exuis. Oh, no. We are happy to see these study groups move 
ahead. We would just like to participate, too. 

Mr. Chairman, we reg ard the whole knowledge of atomic develop- 
ment, including the fac ilities that exist, as a part of the public domain. 

Chairman Core. Mr. Ellis, before you carry on with that thought 
and before you leave the one you were just discussing, in connection 
with your statement that you feel any costs of a study group inaugu- 
rated by the REA would require a reflection of a rate to your users 
so high that it would be prohibitive and throw your organization com 
pletely out of balance, it has been ponies out to me that you say 
that you have 314 million farm families that are now in REA. Ifa 
levy of simply 25 cents per family were to be made upon all of the 
REA users, you would have a fund of sufficient size to be in a position 
to embark upon a substantial study program. 

Now, you do not mean to say that a quarter a family is going to 
throw your rate out of er r? 

Mr. Exits. No, sir. I do mean to say—well, yes, a quarter per 
family would affect the rate, of course, that much, of course. 

Chairman Core. Twenty-five cents? 

Mr. Ennis. Yes, sir. It would affect it that much, I say 

Chairman Corr. Is that “much”? 

Mr. Exris. Well, when you consider that a very substantial perce nt 
of our systems are having quite a struggle now staying in the black 
at all, and that some of them are not in the black, as we now reach 
maximum repayments—this is our most difficult time so far, right 
now—and when you consider that we have had drought in much of 
the country, and when you consider that mechanization in the South 
is leaving us with sometimes as much as 10 percent of our connections 
vacant, when you consider that with our systems scattered all over 
the country as they are, it is just impractical for us to go out and 
persuade our people to raise their rates or to raise 25 cents per person. 
I just don’t think it can be done. 

Chairman Cote. The answer then is that it is impractical and it is 
impossible from a standpoint of organization for you to make a levy 
of even 1 cent per family out of the 314 million REA family users. 

Mr. Etris. I would be very happy to call on Virgil Hanlon to 
answer that one question. 

Chairman Corg. There is no integration of the rural electric 
systems, is there? 

Mr. Extis. No, practically none, except through their service 
organizations. 

Chairman Corr. Such as your organization. And that is purely 
voluntary ¢ 

Mr. Extis. That is right. 

Chairman Core. Some of the REA companies are members of your 
association; some, probably, are not. 

Mr. Exxis. That is right. 
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Chairman Corr. At any rate, your association has no authority te 
enter into—or perhaps it may—a study team, as an association 

Mr. Extxts. No; we do not. 

Chairman Core. So I think probably the argument that it is imprac 
tical to make a levy for the purpose of raising funds to begin a study 
group is a better answer than that 25 cents would be “much.” 

Mr. Exxis. Thank you, sir. 

We hear a great deal about “Federal-local” partnership. Now, we 
think there is a chance here to have a real Federal-local partnership 
with one of these atomic experiments in the co-op areas if the Federal 
Government wants it. We do not think that the granting of exclusive 
patents would tend to give us that kind of Federal-local partner- 
ship which would be of continuing value to the people generally in 
this country. 

Now, Mr. Chairman, I want to read you the very last part of my 
statement, and then I am going to close, unless there are othe 
questions. 

I am reading from the bottom of page 25 

A modern industrial society is made possible by harnessing inanimate sources 
of energy to machines. America has led the world in industry. One absolutely 
basic explanation has been our vast supplies of inanimate energy, coal, oil, 
gas, hydro—and now atomic. We cannot for the sake of our standard of 
living, for our military security, permit any group or groups to cripple or ham- 
string us in the use of this new and probably greatest source of inanimate 
energy. The enemy of abundance is monopoly, and we urge that this Congress 
guard this new resource against monopoly, high prices, and restriction of out- 
put. The bill before you does not meet the requisites of a policy to achieve 
abundance, in our opinion. We urge you to defeat this bill and return to the 
problem after the proper investigation and reports have been made and the 
people given an opportunity to discuss the pros and cons. 

And I would like to add there that should there be a clean bill before 
this committee later on, as we have heard there might be, we would 
like the opportunity of coming back before you. 

And we, of course, would like the same privilege for other groups 
who might want to come. 

In the interim the period of experimentation can continue without 
jeopardizing the public welfare. 

The alternative, in my opinion, is almost too serious to contemplate. 
For whatever reasons, the rural electric systems of the United States 
are being excluded from participation in the atomic-energy electric- 
power program. The rural electric systems are not only being excluded 
from the atomic-powel r-development program, but they are even being 
excluded from knowledge of the current stages of development and of 
the calculated potential. The story of the “monopolistic power com- 
panies’ demands for exclusive patents is beginning to penetrate 
through to the farm homes. The farm people, excluded for half 
a century from the electric age, have not forgotten how these same 
monopolistic power companies failed or refused to provide them 
service; nor how these same power companies in most of the country 
did all they could to cripple the rural electrification program ; nor w ill 
they forget in the future how these same companies are even today 
attempting to destroy the rural electrification program in some areas. 

I don’t want to be misunderstood in making this concluding state- 
ment, but I feel it my duty to make it. It is not a threat, of course, 
but a prediction. I predict that if Congress yields to the demands 
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of the monopolistic power companies and’ permits the granting of 
exclusive patents in the field of atomic-power development and if the 
Atomic Energy Commission proceeds to grant such exclusive palees, 
the adverse reaction will be voiced at every farm breakfast table and 
in every rural ballot box in the United States. 

And I just hope and pray that this great committee will not permit 
that kind of situation to happen. 

Chairman Coir. Are there any questions of Mr. Ellis? 

If none, permit me, as 1 of the 2 sponsors of the bill—and for your 
information and that of others, when you expressed a compliment to 
the authors of this bill back in your statement, I intended to advise 
vou that the authors of the pending bill are legion, so there are many 
who will appreciate your thanks—but, at least, as one who has spon 
sored the bill by way of introducing it, I am ready to defend the 
extension of the normal patent processes to certain aspects of the 
atomic-energy program with all the farmers in my district and to take 
my chances at the ballot box on that issue. I am not afraid of it, 
if they understand it, Mr. Ellis, because the Atomic Energy Commis 
sion does not now, nor does it by this bill, propose to authorize exclu- 
sive patents in atomic energy. The Atomic Energy Commission has 
nothing to do with the patent process under the proposals that have 
been made. At any rate, I don’t know why I spoke, except in self 
defense and maybe defiance. 

Mr. Exuis. Well, 1am sorry, Mr. Chairman. I did not mean to say, 
| think, what the chairman thought I meant to say. 

Chairman Coir. Well, when you refer to ballot boxes, you imme 
diately arouse the ire of some elected representatives, and it does give 
to some, at least, a connotation of a threat, in spite of the fact that 
you deny that as your intention. 

Mr. Exits. No, sir. What I am trying to say—and may I say it 
once more, this way—that the farm people feel pretty keenly about 
power company monopoly, in areas where they were excluded so long, 
could see the lines—and I was one of them; I lived on the farm— 
could see the lines, and couldn't get the power. There are still half a 
million farm people nearly in the country that don’t have electricity, 
and they simply do not feel it wholesome for the power companies to 
be permitted to strengthen monopoly, which the farmers think is their 
enemy in this respect. 

Chairman Cote. Mr. Ellis, I am sure it would be of interest to you 
and to those same farm families to be reminded that a witness yester 
day afternoon, I believe it was, representing a rather substantial group 
of these power companies which are characterized as monopolistic 
power companies, said they weren’t even interested in the patent phases 
of this atomic energy program; that patents were of so small conse 
quence to their activities that they weren’t interested in them in any 
fashion, and hadn’t been for a number of years. 

Mr. Exxis. My answer would be, then—— 

Chairman Coxz. I assume he was speaking frankly and openly and 
without any reservation or ulterior thought. And I may say that that 
same thought was corroborated by other utility companies that have 
appeared in these hearings and the ones last summer. 

Mr. Exxis. My answer would be, then, that we would certainly 
agree, along with them, not to revise the act in that respect. 
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Chairman Corr. But the act is being revised from the patent stand- 
point now. 

Mr. Exits. I accept your statement. But we have been misadvised 
in some respects if that is correct, because we had understood they were 
advocating the rather extensive revision of the patent provisions of 
the act. 

Representative Hoxrrrevp. Mr. Ellis, I think we should clarify this 
situation. 

The testimony that has been given has been given by the utility 
companies, and T will recall the testimony of Mr. Walter Sisler, who 
represents the Detroit-Edison group. It was that he was in favor of 
normal patents. That is contained in the record. ‘The testimony has 
also been that the utility companies as such are not particularly inter- 
ested in patents. But their affiliates in these study groups, the ma- 
chinery manufacturers and the chemical companies, are the ones that 
would possibly take out the patents, rather than the utility companies 
themselves, on the machinery that is used in the reactor, or on patent- 
able formulas or processes, and therefore in the purchase of those 
pieces of machinery, or those formulas and processes, there would be 
an element of patent charge, if patent charges were allowed. So, of 
course, they are not interested in patents as such, and they are not 
particularly interested if they have to pay for patents, because they 
pass it on to the rate users in their district. It just adds one more 
factor, to their costs, which has to be considered by the public utility 
commissions of their State. There is no utility company that I know 
of that specializes in obtaining patents. But they are working hand- 
in-glove with the machinery people and the chemical people, ‘who do 
want the patents, and they are acquiescing in going along with their 
demands that there be exclusive patenting. And the testimony fur- 
ther shows that notwithstanding the fact that there would be a limited 
number of licensees in this program in the near future, they were 
perfectly willing for that limited number of licensees to obtain patent 
advantages over the rest of private industry. And by virtue of that 
fact that the AEC has the right to grant a limited number of licenses, 
it also has an effect upon the p atenting, because it would be a limited 
number of licensees that woul use the patented processes and machin- 
ery. So, indirectly, it is all tied in together. And I believe that will 
clarify the situation. 

Mr. Evus. Thank you, sir. 

Representative Price. Mr. Chairman, I wouldn’t want Mr. Ellis 
leaving the stand thinking that his organiz ition was the only one that 
took exception to the patent provisions of this bill. 

do not believe that the committee was unanimous on that, and I 
think Mr. Holifield brought out some important points there, so I 
would like you to take some encouragement in the objections that you 
have raised. I think that there is cause for concern over the language 
in the bill regarding the patent section. I think you have performed 
a good service by cz alling to the attention of the committee your con- 
cern in that sense. And I think it is deserving of further study on 
the part of the committee as well as on the part of different groups that 
may be interested in revisions of the law. 


Mr. Exits. Thank you, sir. 
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Representative Price. As a matter of fact, I think that the Presi- 
dent himself, Mr. Ellis, takes some exceptions to any change in the 
patent provisions. 

Mr. Exuis. Thank you. 

Chairman Catz. Mr. Ellis, I hesitate even to express a thought, for 
fear of inviting further expressions of disagreement from my asso- 
ciates up here at the committee table, but I cannot help but express 
my wonderment at your position, the position of your organization. 
I understand you to say that there is a crying need for more and more 
electrical energy in this country. 

Mr. Exxis. Yes, sir. 

Chairman Core. For use by your groups as well as the utility 
groups. 

Mr. Exuis. Yes, sir. 

Chairman Corr. You look to the possibility of atomic energy as 
being a source for the production of this energy that is so badly nee ded. 
And) yet at the same time you say, “Don’t let’s do anything about find- 
ing out whether or not atomic energy can provide that new energy 
for us.” 

Your position would be quite logical if you were to come in and 
say, “This bill isn’t the right way to do it. This bill should be 
amended”—in a fashion which you might recommend. But to come 
in and say, “Don’t do anything about it,” and at the same time say, “we 
need electrical energy badly,”—I just can’t add them together and 
make four. 

Mr. Exuis. Mr. Chairman, I don’t believe that I said just that. I 
believe that I didn’t make myself clear. Certainly we want this de- 
velopment to come fast and in abundance. We fear that monopoly 
will be used to prevent expansion. We fear that patents may be used 
to prevent usage on a grand scale. There is lots of history in this 
country of patents having been thus used. Take the fluorescent lamp. 

Chairman Coxe. Let us not get into an argument on it. Your state- 
ment was: “We urge you to defeat this bill and return to the problem 
after the proper investigation and reports have been made and the 
people given an opportunity to discuss the pros and cons.” Well, now, 
that to me is a flat declaration of opposition to this bill or any bill. 

Mr. Ex.is. Then I will amend it right now to say that we are not 
in opposition to any bill that will permit the program to move 
forward. 

Chairman Cots. Thank you. I feel much better. 

Thank you for appearing before us, Mr. Ellis. 

The next witness is Mr. Ruebhausen, of the New York Bar Asso- 
ciation. Is Mr. Reubhausen in the committee room ? 

Since he is not, the witness originally scheduled for this afternoon 
is Mr. McCune, general manager of the atomic products division of 
the General Electric Co. 

Mr. McCune, we welcome you back to the committee table again. 
We recall your visit last summer. You were very helpful. We are 
hopeful that you will be as equally helpful today. 
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STATEMENT OF FRANCIS K. McCUNE, GENERAL MANAGER, ATOMIC 
PRODUCTS DIVISION, GENERAL ELECTRIC CO., ACCOMPANIED BY 
STUART MacMACKIN, COUNSEL 


Mr. McCune. Thank you. 

My name is Francis K. McCune. I have with me Mr. Stuart Mac- 
Mackin, who is the counsel of my division. 

I want to thank you for permission to appear before you. 

Our involvement in this, off the record, has been long. 

Chairman Corr. Let us not misunderstand when you say “off the 
record.” What you say is on the record. 

Mr. McCune. Fine. I have a long statement and a detailed one 
which I think arises out of our having made a detailed study of the 
bill and a chronology of the background. In the light of your pre 
vious remarks, I can brief this as to time. 

Representative Prick. Mr. Chairman, Mr. McCune is pretty well 
familiar with the industry part of this program. I think he ought 
to give use the benefit of his experience. I do not thing he should be 
curtailed at all. 

Chairman Coxe. I do not intend to curtail him or anybody else. 

Representative Price. He oflered to be curtailed. 

Mr. McCune. I was going to say in so doing I would leave out a 
good deal of the good things I say about the act and I may appear 
as though I am criticizing it. 

Chairman Cote. I think you should express yourself on the good 
things. We have heard enough about the bad things. 

Representative Price. He offered to be curtailed and I did not think 
he should be curtailed. 

Chairman Core. You go ahead in your own fashion, Mr. McCune. 

Mr. McCune. I would like to begin by saying that we at General 

Electric are very gratified by the change in fundamental approach 
to the problem of private industry participation evidenced by the pro- 
posed act. We are very happy to see the statement of purpose pro- 
viding for— 
a program to encourage widespread participation by private enterprise and 
others in the development and utilization of atomic energy for peaceful pur- 
poses to the maximum extent consistent with the common defense and security 
and with the national health and safety. 

Nothing pleases us more than the confidence in American business 
which is demonstrated by the proposal to abandon the system of com- 
plete Government monopoly over atomic energy. 

Representative Hortrretp. What is your understanding of the 
meaning of “private enterprise and others” with reference particu- 
larly to the “and others” ? 

Mr. McCune. I imagine individuals, cooperatives, or nonprofit 
organizations. 

Representative Hoxtrretp. Do you think it would be a good idea to 
write what the words “and others” might mean into the act or do you 


think we should leave it vague like that for some ‘body to guess it, for } 
some court to guess at in case there is any difference of opinion over 4 


ee 


whether certain parties are included in the “and others” or not ? ; 
Mr. McCune. I think that bears quite strongly on what I have to ; 
say further about our desire to see something more specific. You see, 
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I am one of these people who believes fundamentally that the right 
place to start is to have things open to the public in anyway they h: oe 
pen to wish to get together to accomplish their ends. I think that i 
what makes this countr y strong. 

Representative Houirretp. You believe the phrase “and others” 
should be clarified to mean other agencies of Government, private 
and public institutions, both profit and nonprofit, do you? 

Mr. McCune. I am sure that neither I nor my company have 
any desire to see anyone barred from this activity. This is an im- 
portant activity. It can contribute greatly to the strength of this 
country, and pita oll competent to participate should be in it. 

Representative Houirréip. Then you have no objection to us spell- 
ing the “and others” out / 

Mr. McCune. No. 

Representative HinsuHaw. Say “a program to encourage the wide- 
spread participation in the development of atomic energy.” 

Chairman Cor. I have been advised by one of my assistants that 
revision has already been done. 

Representative Hoxirrecp. We are at a little bit of a disadvantage 
because we do not have a clean bill before us and we are not aware of 
the language changes that have been made by the staff. I am not crit- 
icizing the staff. We have been moving so fast, the staff has been 
working nights and days and I have never known a more devoted and 
industrious and ener getic staff, but it is overrunning us. 

We do not know exactly what has been done. In fact, I am getting 
quite concerned about the situation because there is no use wasting 
time on phraseology that has been changed. It is not fair to the 
witnesses. It is not fair to the committee members. 

Chairman Core. I think the gentleman should compliment the staff 
on their readiness and the speed with which they make adjustments in 
the pending bill to meet the criticisms which have been raised by the 
gentleman, himself. 

Representative Hourrietp. I am complimenting them. 

Chairman Core. When things are brought to my attention, he 
learns of them just as fast as I do. 

Representative Hoxrirreip. I am not criticizing the staff or the 
chairman. I am saying when I am unaware of a change you cannot 
blame me for asking what the original language means if I think it is 
in need of clarification. If I had known that had been changed, 
would not have asked this gentleman the question. 

Chairman Core. I was not aware of the change, myself. I am not 
sure it has been changed. 

Gro ahead, Mr. McC une. 

Mr. McCunez. The proposed act embodies the most important ob- 
jectives which we advocated before this committee last July. At 
that time, General Electric recommended private ownership of pro- 
duction and utilization facilities, subject to Government security and 
safety regulations. The proposed licensing system provides for such 
private ownerships. We also advocated private ownership of fission- 
able—or to use the new term—special material. Under the pro- 
posed act, title to all such material is retained by the Government. 
However, the act’s leasing system gives promise that special material 
will be made available to private industry. 
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Last July, we also expressed the hope that industry would be pro- 
vided with the incentives of the normal patent system. This, too, 
seems to be accomplished, in large measure, by the new act. We also 
suggested for your consideration a system for the automatic review 
and declassification of restricted data, after a stated time—we pro- 
posed 2 years—had elapsed. We welcome the new declassification 
provision and its recognition that security is not always promoted by 
secrecy; that the national security may often be better served by 
knowledge made freely avail: ible to American science and industry. 

As you know, General Electric has been in the atomic-energy busi- 
ness as a contractor for the Atomic Energy Commission for ‘about 8 
years. Before that we were engaged in atomic work for the Manhat- 
tan district. Thus, we are fully aware both of the number and com- 
plexity of the problems that private-enterprise participation in atomic 
work entails. We realize that the road from a complete Government 
monopoly to the optimum point of free-enterprise participation can 
only be traveled in stages. I am sure that at this time there will not 
be complete unanimity of opinion regarding the exact extent of the 
role to be played by private enterprise. The uncertainties involved 
are too great. 

The job of balancing the frequently conflicting considerations of 
maximum national security and of freedom for business development 
is enormously difficult. While we disagree with some specific details 
let me say that the fundamental change in philosophy which this 
act represents is the best possible encouragement which you could 
have given to American business. 

In approaching this problem we are aware of the tremendous ob- 
stacles that face the drafters of this proposed legislation. Even in 
ordinary situations it is very difficult for the law to keep step with 
technical progress. We have seen other areas where scientific prog- 
ress has strained conventional legal concepts to the limit. For exam- 
ple, rainmaking. But here we are faced with a revolutionary devel- 
opment so enormous, so earthshaking, and of such far-reaching impli- 
cations, that the average human mind can barely grasp its signifi- 
cance. Notwithstanding, this committee has courageously gone 
ahead. 

It has met this problem with bravery and with skill rather than 
being overwhelmed by the gigantic aspects, it has-had the faith to 
entrust a larger measure of responsibility to the American people. 
This is a tribute to the people and also to the joint committee. We 
believe this faith is justified. We also believe that during the next 
few years it will be the proud duty of the American people and par- 
ticularly of American industry to prove that the faith was justified. 

Likewise we are aware of the stewardship of the joint committee 
and of the Commission in safeguarding an invaluable national treas- 
ure. While we realize that the fundamental objective is to promote 
progress in this field, other requirements must be met at the same time. 
It is important that no selfish group be permitted to establish a 
monopoly. 

The atom is a national resource and as such belongs to all of 
the people. The atom is unique in that it is at once of funda- 
mental military importance and also a tremendous factor in a future 
peacetime economy. These two attributes are interwined and yet sep- 
arate, and legislation must recognize this fact. Legislation must pro- 








BAERGA cet ag 





AMEND ATOMIC ENERGY ACT OF 1946 325 


vide a smooth working mechanism for administering the health and 
security aspects of the problems. Legislation must continue the 
incentives th at have made the country strong, and at the same time 
so guide the development that even further progress can be made in 
the shortest possible time. And on top of all of this, legislation must 
make possible a firm foundation for international arrangements, which 
we hope will be the ultimate method of insuring a peaceful use of 
atomic energy. Realizing that all of these problems have been dealt 
with sincere sly and conscientiously, we have nothing but the highest 
praise for the drafters of the legislation. 

I would like to turn now to a consideration of those provisions of 
the proposed act which are of greatest importance to the attainment 
of the goal of widespread business participation. I will take up first 
the various steps which must be taken and the tests which must be 
met as a condition for obtaining a license. 

Secondly, I want to comment on the regulatory provisions of the act. 
After that I intend to cover a number of prob lems which we think 
are of importance to the successful operation of the licensing and 
regulatory system. These include the need for clarifying the differ- 
ence between production and utilization facilities; the extent of the 
coverage of the licensing system; the status of the Commission’s con- 
tractors; long-term contracts; antitrust considerations; and finally, 
some brief comments on the patent provisions. 

Our comments, criticisms and suggestions are made with an aware- 
ness of the enormous difficulty of the drafting job. In light of the 
many uncertainties which are involved, it is obvious that many ques- 
tions cannot now be dealt with in a conclusive and final fashion. In 
some instances, there may be no alternative but to delegate very broad 
discretion to the Atomic Energy Commission. For other problems 
tentative and transitional solutions must be used with a realization 
that they must be reconsidered and may well have to be modified in 
the light of future experience. 

We suggest that a provision be included, comparable to that of the 
1946 act, recognizing the tentative nature of this act. Furthermore, 
a definite assurance of review and reconsideration after a specific 
period would also be desirable. 


THE LICENSING AND REGULATORY SYSTEM 


In considering the proposed licensing and regulatory system, we are 
principally concerned with the nec essity for greater certainty. Be- 
fore deciding to enter a new field, one of the first questions which a 
responsible a will ask is, What are the risks? Private in- 
vestment in the field of atomic energy will obviously involve very 
considerable risks. As in any new field, there are the risks inherent 
in a new and rapidly developing technology. These are unavoidable. 
In addition, there is the remote danger of a catastrophe. 

I will comment on the insurance problem later on. What I am con- 

cerned about now are the risks and uncertainties of operation in a 
heavily regulated industry. In such an industry private manage- 
ment obviously does not have full freedom and initiative in making 
decisions. The decisions made by management must conform with the 
general framework of regulation provided by this act. 









































326 AMEND ATOMIC ENERGY ACT OF 1946 


Absence of guiding standards, lack of clarity and ambiguity always 


pose a dilemma. Businesses m: Ly either decide to take no action at all, 
where the legality of such action is not clear; alternatively, it may 
have to run the risk of doing something which may turn out to be 
illegal, and might be a ground for revocation of license or recall of 
special material. 

To the degree that the act is clear and unambiguous, it will reduce 
the element of risk involved in operating in a heavily regulated in- 
dustry. It is of crucial importance that both the Commission, which 
administers the act, and the business executives, who are required to 
make decisions affected by the act, know what the rules of the game 
are. Only if the rules, conditions, and standards, under which the 
new industry must operate, are clear and unambiguous will the goal 
of widespread industry participation be realized. 


CONDITIONS FOR OBTAINING LICENSES 


To turn to specifics, I would like to comment on some of the more 
important tests and conditions which must be met in order to obtain 
a license. These provisions are obviously of transcendent importance 
since they will determine private entry into the field of atomic energy. 
I will consider four points: (1) the practical-value test; (2) the 
useful-purpose test; (3) the protection of technical information ; and 
(4) the citizenship requirement. 

(1) The practical-value test: Section 102 requires that before pri- 
vate industry can be licensed for “any type of industrial, commercial, 
or other nonmilitary use of special material or atomic energy,” the 
Commission must make a finding that, in its opinion, such type of use 
is “of practical value.” After the Commission has made this de- 
termination, it must make a report to the President, “stating all the 
facts with respect to such use, the Commission’s estimate of the so- 
cial, political, economic, and international effects of such use, and the 
Commission’s recommendations for necessary or desirable supple- 
mental legislation.” The President is required to transmit the Com- 
mission’s report, together with his own recommendations to the Con- 
gress. No license may be issued until 90 days after the report has been 
filed with the Congress. 

In view of the present uncertainty regarding the future of atomic 
developments and their effect on existing industries, we can appreciate 
the desire of Congress to retain a measure of control over future de- 
velopments. We “hope very much, however, that the reins shall not 
be held too tightly. The dangers inherent in making. any new use 
run the gauntlet of administrative and legislative approval are ob- 
viously considerable. 

The history of industrial progress records instance after instance 
where no one except an inventor and a very small group of backers 
were convinced of the “practical value” of a new idea. Industrial 
progress would certainly have been very much slower if a govern- 
mental finding of practical value had been a condition precedent to 
the introduction of every new idea. 

We think you have taken an important step in the right direction 
by limiting the requirement for a finding of practical value and of 
reports to the President and C ongress to “types of uses.” This clearly 
indicates a desire to reduce the number of clearances which are 
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necessary. Our aim here is not to criticize a legitimate concern with 
future uncertainties, but only to indicate the dangers to industrial 
progress involved. In line with the objective of encouraging wide- 
spread participation by private enterprise, we hope that maximum 
reliance shall be placed on willingness to risk capital in determing 
whether a new idea is of practical value. Except where there are over- 

riding considerations of health, safety, or national sisaiiis we think 
the market should determine whether an idea is of “practical value.” 

(2) The useful-purpose standard: Section 103, under which all 
utilization facilities must be licensed, provides as one of its standards 
that the applicant’s “proposed activities will serve some useful pur- 
pose proportionate to the quantities of special material to be con- 
sumed.” This test raises problems similar to those of the practical- 
value test. Unlike the practical-value test, the useful-purpose test 
must be met for each individual license, not merely for types of uses. 
Phe concept of “useful purpose” is certainly very amorphous. If such 
a standard is necessary, we hope that you may be able to give some 
indication in the act what kind of factors the applicant for license 
should be able to show, and how the Commission should make its deter- 
mination. We hope, however, that the standard may be eliminated 
entirely, in view of the fact that the practical value of that type of 
use has already been approved by the Commission, the President, and 
by Congress at least by inaction. 

At most we feel that a useful-purpose test should give the Commis- 
sion an opportunity to prevent special material from being wasted on 
clearly frivolous uses. Where the special material is available, and 
the use does not involve dangers to security, health, and safety, the 
Commission should not be permitted to ban it because it disagrees with 
the applicant as to whether the particular activity serves a useful 
ar 

) Protection of technical information: Section 103 also imposes a 
rome dluiaa that licenses must “agree to make available to the Com- 
mission such technical information and data concerning their activities 
pursuant to such licenses as the Commission may determine necessary 
to promote the common defense and security and to protect the pub slic 
health and safety.” This raises but does not answer some serious 
problems. What disposition may the Commission make of the tech 
nical data thus secured? Can the Commission give one licensee’s 
know-how to anybody else, including his competitors, without requir- 
ing permission or paying compensation to the licensee who developed 
that know-how? 

We are pleased to note that in the revision of this standard from 
the form in which it appeared in the 1946 act, the words “to encourage 
similar activities by as many licensees as possible” were deleted. We 
presume this indicates an intention to protect the right to technical 
information and know-how. In the hope of encouraging a sound com- 
petitive atmosphere we hope that you will be willing to go one step 
further and expressly confirm that a licensee’s right to technical infor- 
mation and know-how which he has developed will be protected. 

(4) Citizenship requirements : A licensing requirement incorpo- 

rated in the act for the first time is that “no corporation or association 
may be a licensee, if it is owned or controlled by a foreign corporation 
or government, or if more than 5 per centum of its voting stock is 
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owned or voted by aliens or their representatives, or if more than 5 
per centum of its members are aliens, or if any oflicer, director, or 
trustee is not a citizen of the United States.” This provision appears 
in section 103. 

We have reservations about this provision both in terms of its ad- 
ministrative practicability and in terms of its substantive value. From 
an administrative standpoint, we would like to point out that the 
stock records of the General Electric Co., and probably those of most 
other corporations, do not disclose the nationality of share owners. 

It would be extremely difficult and very expensive for General Elec- 
tric to determine what percentage of its share owners are aliens. Our 
substantive objections are: First, that the provision may boomerang. 
Even if we were able to determine the nationality of our share owners, 
there is no feasible means by which we could prevent 5 percent of our 
stock from being purchased by aliens. Since the citizenship provision 
is inflexible and mandatory, a foreign government could, at relatively 
small cost, knock a company out of the atomic energy business through 
open-market purchases of its stock. I might interpolate there—and 
shut down very important facilities. 

Secondly, existing provisions of the act would seem to provide 
ample authority to prevent any possible abuse which could arise from 
foreign stock ownership, or from foreign officers or directors. I believe 
the Commission needs only the authority to refuse licenses where 
national security is affected. 


REGULATORY POWERS OF THE COMMISSION 


I would like to discuss next a number of the more important regu- 
latory powers of the Commission. In order, I will take up (1) the 
power to define activities to be carried on by licensees; (2) the power 
to assign special material; (3) the power to revoke licenses and recall 
special material, and (4) the power to license research activities. 

(1) Power to define activities to be carried on by licensees: Section 
107 provides that the Commission may “define the various activities 
to be carried on at each such type of production or utilization facil- 
ities.” No standards are set forth, and these words could be inter- 
preted to give the Commission an enormous amount of control over 
the day-to-day activities of licensees. 

We feel very strongly that the power to “define the various activities 
to be carried on” should not be interpreted as giving the Commission 
any carte blanche authority to regulate the day-to-day activities of 
licensees. We urge that the power to “define activities to be carried 
on” be expressly limited to what the Commission may do, at the time 
of issuing a license, in the way of spelling out what may be done under 
the terms of the license. 

(2) Power to assign special material: Section 107 also gives the 
Commission authority to “assign the amounts of special material avail- 
able for use by each facility licensed herein.” We realize that special 
material is an essential national asset, and that its availability must 
obviously depend on the overriding requirements of national defense. 

However, whenever a license is issued a dependable, and possibly 
continuing, commitment, at least for a minimum amount of special 
material, must be made. Unless this is done, the objective of encour- 
aging widespread participation by private enterprise may be 
frustrated. 
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(3) Power to revoke licenses and recall spec lal mi ter is il: We are 
perturbed about the sweeping scope of the Commission’s authority 
to revoke licenses and to recall special material. Section 54 provides 
that— 

The Commission shall recall— 

Note the mandatory form— 
any distributed material from any applicant or licensee * * * who uses such 
material in violation of law or regulation of the Commission or in a manner 
other than as disclosed in the application therefor. 

Section 186 provides that— 
any license may be revoked for failure to construct or operate a facility in 
accordance with the terms of the construction permit or license or the technical 
specifications in the application, or for violation of or failure to ebburve: any of 
the terms and conditions of this Act or of any regulation of the Commission. 

These provisions as presently drafted might well serve to dis- 
courage private investment in atomic activities. A licensee will ob- 
viously be reluctant to have a large investment rest on a foundation 
as insecure as these provisions make it. Let me indicate more pre- 
cisely what I am concerned about. The act sets up a licensing system 
which requires that licenses be very specific—setting forth the licensee’s 
course of conduct in very great detail. 

This is coupled with equally detailed regulatory authority on the 
part of the Commission concerning such matters as disclosure of 
information, inspection, records, and reports. In the light of the 
detailed nature of the licenses and of the Commission’s regulatory 
authority, the sweeping terms of sections 54 and 186 are disquieting 
to investors. 

These provisions as now drafted, would permit the revocation of 
licenses or the recall of special material, even though violations may 
be both insubstantial and inadvertent. We hope that you will seri- 
ously consider the following changes: First, that the procedure for 
the recall of special material and for revocation of licenses be clari- 
fied. Secondly, it would be desirable to make clear provision for 
penalties less severe than license revocation or recall of special 
material. Thirdly, it should be made clear that a license will not 
be put out of business for violations which are minor and inadvertent. 
Licenses should be revoked and special material should be recalled 
only where the Commission affirmatively finds that such drastic action 
is necessary in the interest of health, safety, or national security. 
Fourthly, we hope that you will be able to consider some provision for 
compensation where a licensee is put out of business because of circum- 
stances over which he has no control. 

At present, the bill provides for compensation only in case of re- 

capture of special material on account of war or national emergency. 
There may well be a considerable number of other causes which might 
result in loss of licenses or of special material, even though a licensee 
is not guilty of any fault. 

Chairman Corr. Could you indicate some of those situations where 
compensation would be justified ? 

Mr. McCune. Well, the licensing provisions call for the licensee to 
meet any regulation of the Commission. Now there is no guaranty 
that every business can meet any regulation. If the business honestly 








330 AMEND ATOMIC ENERGY ACT OF 1946 


cannot meet the regulations, its license is canceled, its material is 
withdrawn and it is put out of business and it has no recourse as we 
see it. 

Chairman Coir. If the Commission can establish to the satisfaction 
of the court that its revocation of license was justified, then there need 
be no compensation except in case of war. But if the Commission 
did not succeed in satisfying the court that its revocation was proper 
and justified under the circumstances, then it should compensate the 
licensee. 

Mr. McCune. If you also accept that the revocation should be neces- 
sary in the interest of health, safety or national security 

Chairman Corr. As well as war. 

Mr. McCune. Yes, of course. I do not think American industry 
objects in any way what happens in case of war. 

Power to license research activities: With respect to research and 
development, we believe that the act as written gives the Commission 
tremendous new power to license private research. 

Representative Horirrmeip. When you say “the act” you do not 
mean the act that is law? 

Mr. McCune. The proposed bill. 

Representative Hotirtetp. You see, we look upon the McMahon law 
as an act of the Congress and therefore it was technical. I was sure 
vou wanted to change that to “proposed” bill. 

Mr. McCune. Yes. In fact the Commission is required to license 
any research activities which utilize atomic energy before such work 
can proceed. In view of the broad definition of atomic energy, we 
interpret this to mean that the Commission must license a substantial 
proportion of the private research laboratories in the country. We 
doubt if this was your intention. 





ANTITRUST CONSIDERATIONS 


There are two separate points which we would like to raise regard- 
ing section 106, which deals with the application of the antitrust 
laws. First, we seriously question the provision for cross-sanctions. 
Secondly, we are concerned about the failure to provide any exemp- 
tions from the antitrust laws, even where the Atomic Energy Com- 
mission deems such an exemption in the interests of national defense. 

Representative Horirretp. What do you mean by cross-sanctions? 

Mr. McCune. The requirement that the Atomic Energy Commis- 
sion act as an enforcing agency for the antitrust, which I will cover 
as we go on. 

Representative Hoxirrerp. All right. 

Mr. McCune. While General Electric firmly believes that the anti- 
trust laws should apply generally to the private development of atomic 
energy, we feel strongly that there is no need or reason for the inelu- 
sion in this act of a provision for cross-sanctions. Under section 
106 the Commission may revoke a license if it finds that a licensee 
“has not purged himself” of a violation of the antitrust laws, found 
to exist by a court or administrative agency, after a reasonable time 
to be established by the Commission. 

This, in effect, would make the Atomic Energy Commission a pro- 
bationary officer for the Antitrust Division of the Department of 
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Justice and the Federal Trade Commission. It would require the 
Commission to sit in judgment on all licensees who may have run 
afoul of the antitrust laws, regardless of the type of practice or 
product involved and regardless of the relevance of such violations 
to the purposes of the Atomic E nergy Act. 

Broad cross-sanctions between different types of statutes seem to 
us entirely unsound. The antitrust laws provide their own penalties 
and are enforced by both the Antitrust Division of the Department 
of Justice and the Federal Trade Commission. The courts have broad 
equity powers to fashion remedies to rectify violations of the law. 
There appears to be no justification to impose this burden on the 
Atomic Energy Commission or to use the revocation of a license 
as a sanction for the enforcement of the antitrust laws. 

Our second point relates to the provision in section 106 that “noth 
ing [in the act] shall relieve the operation” of the antitrust laws. 
We feel that generality and categorical nature of this provision may 
at times hamstring the Commission. The act deals with a new indus 
try which is particularly concerned with national defense and the 
public welfare. 

It, therefore, requires the creation of a Commission to control and 
regulate companies in the atomic-energy field to the extent necessary 
to protect and further to the fullest extent possible the interests of 
national defense and the public welfare. ‘To some degree and in some 
areas, this concept of “regulation and control” in the public interest 
may be inconsistent with certain applications of the antitrust laws. 

The Commission has in the past, and will no doubt in the future, 

call on industry to share developments and to pool experience in order 

to perfect as quickly as possible defense weapons and power equip- 
ment. The presence in the act of a sweeping provision that “noth- 
ing * * * shall relieve the operation” of the antitrust laws would 
undoubtedly make any company very reluctant to comply with a 
Commission request to share developme nts or to pool experience. 

In order to enable the Commission to expedite the development of 
atomic energy by means of joint activity, we recommend the inclu- 
sion in the act of a provision protecting licensees or contractors of the 
Commission who engage in joint action at the request and under the 
direction of the Commission. 

This is not a new or novel suggestion. In other regulated in 
dustries, as well as in defense industries generally, it has been pro 
vided that antitrust exemptions may be given to specific activities 
which further the objectives of the particular act. Under the Civil 
Aeronautics Act any person affected by an order of the Board is— 
relieved from the operations of the antitrust laws * * * and of all other restraints 
or prohibitions made by, or imposed under, authority of law, insofar as may be 
necessary to enable such person to do anything authorized, approved or re- 
quired by such order. 

The Interstate Commerce Act relieves from the operations of the 
antitrust laws agreements approved by the Interstate Commerce Com- 
mission and acts done in carr ying out such agreements. The Defense 
Production Act and the Webb-Pomerene Act have analogous pro- 
visions. 
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RELATION BETWEEN PRODUCTION FACILITIES AND UTILIZATION FACILITIES 


Under the proposed act, the terms “production facility” and “utili- 
zation facility” are of key importance. The distinction between the 
two is wholly new and has no precedent in the 1946 act. There ap- 
pear to be substantial differences in the licensing and regulatory pro- 
visions applicable to the two types of facilities. For example, the 
requireme nts as to citize nship of stockholders, officers, and directors 
do not seem to be applicable to production facility licenses. Simi- 
larly, the practical-use test and the useful-purpose standard apply to 
utilization facilities but ap yparently do not apply to production. In 
view of these and other significant differences, it is important that the 
two types of facilities be clearly distinguished. 

The definition of utilization facility seems to be so broad as to em- 
brace many production facilities. Breeder reactors as well as many 
other facilities for the production of special material “make use of 
special material.” Furthermore, the fact that the definition of utili- 
zation facility includes the phrase “peculiarly adapted for making 
use of atomic energy” also serves to bring in many production fa- 
cilities. For, the term “atomic energy” is defined to include “all 
forms of energy released in the course of or as a result of nuclear 
fission or nuclear transformation.” Since the transformation of 
source material into special material may rely upon nuclear fission or 
nuclear transformation, plutonium production reactors turn out to be 
“utilization facilities.” 

Perhaps the simplest way in which to assure that the two definitions 
are mutually exclusive is to state expressly in the definition of “utiliza- 
tion facility” that anything which falls under the definition of “pro- 
duction facility” shall not be considered a “utilization facility.” 


SCOPE OF LICENSING SYSTEM 


The present definitions of both production and utilization facilities 
operate to bring under the Commission’s licensing system not only the 
manufacturers of the actual facilities, but also the manufacturers of 
“any important component part especially designed for such equip- 
ment or device.” Any complicated piece of equipment, such as an 
atomic reactor, is to all intents and purposes custom built. Thus, 
all of the important component parts would probably be specially 
designed for such equipment. 

Even though custom built, many of such component parts would 
probably be no different in kind from ordinary, nonatomic pieces of 
custom-built industrial equipment. Recognition should be given to 
this fact, in order to avoid unnecessarily increasing the coverage of the 
licensing provision. We don’t believe that it is “really necessary or 
practical for all companies involved in the production of component 
parts to be licensed by the Commission. 

Another problem relating to the scope of the licensing system is 

caused by the provisions requiring licenses of those who “transfer or 
receive” production facilities and those who “transport or receive” 
utilization facilities in interstate commerce. Here, too, of course, com- 
ponent parts as well as the actual facilities would be involved. We 
think that it may be desirable to clarify the act to indicate to what 
extent railroads, truckers, and other shippers will be required to obtain 
licenses. 
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STATUS OF CONTRACTORS 


While the provisions of the 1946 act authorizing the Commission to 
employ private contractors do not appear to have been changed, the 
creation of the licensing system makes it desirable that some express 
provision be included in the new act to indicate that contractors are 
not covered by the licensing requirement. Absent such a provision the 
sweeping nature of the licensing provisions might raise some ambigui- 
ties as to the status of contractors 

Section 101, for example, requires licenses of anyone who “utilizes 

special material or atomic energy.” Taken out of proper context, 
such a provision salah be interpreted as requiring a contractor to 
obtain a license. 

In view of the fact that everything done by the contractors is done 
on behalf of the Commission, it would seem wholly unnecessary to 
require a contractor to obtain a license. Furthermore, a licensing 
requirement would probably cause enormous confusion, For exam- 
ple, no license can be issued for a utilization facility until 90 days 
after the Commission’s and the President’s finding and recommenda- 
tion regarding “practic: a! value” have been submitted to the Con- 
gress. "That 90 days would be a shutdown of an operating facility. 

To resolve any possible ambiguity, we suggest the inclusion of a 
provision along the following lines: 

The licensing requirements of this act shall not apply to any person who manu- 
factures, produces, transports, or receives in interstate commerce, or imports 
or exports any production or utilization facility, or who utilizes source material, 
special material, or atomic energy pursuant to a contract with the Commission. 


LONG-TERM PURCHASE CONTRACTS 


We have already referred to the desirability of firm long-term 
commitments for the availability of special material. A related step 
which, in our opinion, would similarly serve as a strong encouragement 
for private investment would be a provision expressly authorizing the 
Commission to make long-term commitments for the purchase of 
special material produced by licensees. 

In view of the fact that the licensee is not permitted to sell his 
special material to anyone execpt the Government, it is obviously im- 
portant that the Government give him some definite assurance of a 
reasonably firm price. The fact that specific approval for certain 
power-procurement programs is presently included in section 164 
makes it desirable that similar express authority for long-term com- 
mitments be made here. 

Furthermore, we believe that such a provision might be of ad- 
vantage to the Government in obtaining special material at the lowest 
possible cost. Such a provision might enable a larger number of 
companies to enter the field on a competitive basis. In addition, cost- 
cutting improvements, which provide the best assurance of true 
economy, would be encouraged. 


PATENT PROVISIONS 


In our testimony of last year we urged that the act be amended to 
place its patent provisions on a basis consistent with that used by the 
armed services. We believe that substantial progress has been made 
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in this direction. We have some questions as to the language, used 
in certain instances, which apparently gives the Commission broader 
rights than are necessary to serve the purposes of the act 

For instance, it would be a cause of concern to us if the Commission 
had the power to requisition or condemn in toto any invention which 
was only incidentally useful in atomic weapons. Likewise, we would 
be alarmed if licenses were granted only upon the condition that there 
would be compu'sory licensing of inventions developed by the licensee. 

Section 154 permits the Commission to establish a reasonable royalty 
fee in connection with the granting of a permit to use patents held by 
the Commission. It i; believed that this is the first piece of legisla- 
tion which undertakes to specify a policy calling for royalty payments 
under patents held by the Government. 

The wisdom of adopting such a practice in the present connection 
is doubted upon the same grounds as are assumed to have led to the 
omission of such provisions from earlier laws. These grounds include 
the viewpoint that a patent held by the Government is presumptively 
held for the benefit of the public and that the public interested will 
be best served by making the patent available for use without charge. 
Assessment of a royalty can have little effect in the end beyond in- 
creasing the cost to the public of whatever product results from use of 
the invention in question. 


INSURANCE 


As my final point, I would like to refer to a problem which is likely 
to grow in importance as private business will begin to play a larger 
role in atomic development. I have in mind the problem of insurance 
for atomic risks. Inability to insure against such risks will provide 
a yery serious obstacle to substantial private development. We very 
much hope that America’s private insurance companies will be able to 
supply adequate insurance to encourage business to invest in atomic 
enterprises. 

We realize that private business must not place itself in the posi- 
tion of requesting increased freedom in this field and at the same time 
request increased aid from the Government. We accept the proposi- 
tion that if business is big enough to stand on its own feet and deal 
with this problem, it should do so. However, the problem of liability 
in the event of an atomic catastrophe is bigger than any that business 
has ever had to face. In such a case, it is entirely possible for damage 
to exceed the corporate assets of any given contractor or insurance 
company. 

For some time, we have been endeavoring to secure adequate insur- 
ance coverage for this type of risk. So far, we have been unable to do 
so. Our best judgment is that for the time being at least we will con- 
tinue to be unable to obtain adequate protection from any private 
source, either here or abroad. In view of this situation, we feel that 
the Congress should give its serious consideration to some form of 
interim governmental insurance or reinsurance. 

A similar problem, although of lesser degree, faced the country 
during the war. Congress met this problem by providing for war-risk 
insurance. The same type of thinking that justified war-risk insur- 
ance would justify atomic-catastrophe insurance. We believe that 
private industry should carry its own insurance to the extent that the 
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insurance industry can and will afford protection. Over and above 
those limits, however, we believe that the Government must make some 
provision to protect both industry and innocent people against the 
kind of catastrophe that we hope will never come. 

No matter how careful anyone in the atomic-energy business may 
try to be, it is possible that accidents may occur for which that person 
would be deemed legally at fault, with resultant liability imposed on 
him. We believe that insurance coverage for such risks will probably 
have to be provided if the goal of widespread atomic industrial prog- 
ress is to be achieved. We believe that this proction should be a matter 
of law and a matter of right rather than a matter of moral obligation 
us is the case with the Texas City disaster. 


CONCLUSION 


In conclusion, I would like to reemphasize what I said at the be- 
ginning. The General Electric Co. is in complete agreement with 
the objectives of the proposed act as they relate to the role of private 
enterprise. The specific suggestions we have made are intended to 
help realize the objective of widespread participation by private 
enterprise. 

What I have attempted to do today is to bring to your attention 
those provisions of the act, which, in our opinion, would make busi- 
ness hesitant to enter the atomic field. In a good many instances. 
our comments did not raise any disagreement about substance. 
Rather, they were directed to the need for clarity, for standards, for 
guides. We feel very strongly that whatever you can do to clarify 
ambiguities, to provide standards and guides, will make private in- 
vestment more likely. 

It seems inevitable that atomic energy will be one of the most 
heavily regulated of all American industries. This should not be, 
and need not be an obstacle to rapid development and to the realiza- 
tion of the enormous contribution which atomic energy can make to 
our standard of living. Whether the regulatory system will be an 
obstacle will depend in large measure on factors within your control. 

If the nature and the extent of the regulatory structure can be 
clearly spelled out, that structure can serve as a guide, rather than 
an obstacle. Business management must know what it can decide 
and what decisions must be made by the Commission. What is proper 
and what is improper should be clearly indicated. Perhaps even 
more important, the procedures for obtaining decisions should be 
clear and the standards which govern those decisions should be spelled 
out. 

The successful private deveiopment of atomic energy will depend 
more than anything else on the existence of harmonious relations 
between the Commission, which must operate the regulatory struc- 
ture, and the private companies, which must live under it. To the 
degree that the rules of the game established by the act are clear, 
the Commission and industry will be able to work together, and will 
be able to avoid disputes about what may, or may not, be done. This, 
it seems to me, is the most important single condition to the suc- 
cessful growth of a regulated industry. 

We are well aware that the ideal system which we are advocating 
can only be approached; it can never be attained. The new act can- 
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not be perfect. Much of it will have to tentative and transitional. 
The job of developing a smoothly functioning regulatory structure 
cannot be done at one stroke. The regul: atory structure will have to 
be reviewed and revised in the light of experience. Your committee, 
the Atomic Energy Commission, and private business all have con- 
tinuing responsibilities for the successful realization of the objectives 
of the act. We at General Electric feel enormously challenged by 
the opportunity to make our contribution to what should be one of 
the most important chapters in America’s future development. 

I feel deeply on this subject because I believe our standard of liv- 
ing is built more on the vast resources of energy available to each 
one of us than on any other factor. This energy comes to us as 
transportation, heat, and the almost infinite uses of electricity. We 
have a new source of energy which can serve through the coming 
years to again and again double the power each one of us can put 
to work. 

I sincerely believe that more progress has been made in the past 
year toward economic production of electric power than most of us 
could have believed possible. We are at the threshold of engineering 
success. Congress has a tremendous opportunity to unleash the forces 
of free enterprise and in this way insure that we lead the world. My 
whole presentation has been in the hope that you will see your way 
clear to go even further than you have in this praiseworthy first step 
along the road. 

Chairman Corr. Thank you, Mr. McCune. 

Do members of the committee have any quest ions? 

Mr. Hinshaw. 

Representative Hrnsuaw. I think that we have obtained an expres- 
sion, Mr. McCune, concerning the potentialities of this proposed cross- 
licensing system contained in the statement of the President and in 
statements of various members of this committee. 

Mr. McCune. The proposed cross licensing ? 

Represent: itive HinsnAw. Patents held in | private hands exclusively 
for this development period of the next 5 or 7 vears. 

Mr. McCounr. As we said in this statement, we think that what is 
proposed here is a very substantial step toward putting the patent 
situation on the same basis as other defense operations, and we think 
that that is very, very desirable. 

We recognize it has to be transitional. Ultimately we hope that 
this will be unregulated because fundamentally we view the patent 
structure as a system of carrots hung in front of the donkey, if you 
will, and the bigger the carrot the faster goes the donkey. That is the 
way our whole industrial system works. 

Representative Hinsuaw. There has been some expression since 
this bill was drafted that the bill does not carry out the recommenda- 
tions of the President in that regard—I think I am correct—and that 
provisions should be made for the compulsory cross licensing of pat- 
ents that are applicable in the field of power production by atomic 
energy over a period of 5 to 7 years or whatever period seems neces- 
sary to provide against the possibility of establishment of a monopoly 
in the field. 

Mr. McCune. Frankly, I do not contemplate at the present stage 
that there could be such a thing as a patent monopoly in this field 
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when you consider the extent to which the technology is presently 
developed. Therefore I do not fundamentally see any need for a 
compulsory cross-licensing arrangement. 

Representative Hinsnaw. Supposing, for example, that remote 
possibility does occur in which someone or some ¢ ‘ompany p' articipates 
in the development and patenting of that system of direct transform- 
ing of atomic energy into electric power. That has been discussed 
far and wide among the scientists as being a remote possibility but 
nevertheless a possibility. 

That invention, if it is subject to invention, will revolutionize the 
business of the production of electric power. 

What would you have to say about that ? 

Mr. McCunr. My counsel says that that would be an abuse of pat- 
ents. I would like to make one point on that. I feel this way, that 
what we are talking about is a modern, let me say, questioning of the 
benefits of the patent system. 

Fundamentally, as I see it, the patent system which this country 
has, which it has had for a long time, is a system in which an inventor 
makes an agreement. The agreement is that he wil! make his dis- 
closure in such form that anybody can understand and copy it, in 
other words, ms ake it available to the public. 

In return for that he can have it for a certain period of years. It is 
very obvious that he cannot make a nickel out of it unless he employs 
it in some way, so that he can produce a value of some kind, which 
the public is willing to pay for; and the public is enly willing to pay 
for things that benefit them. 

In essence, therefore, the reward that the inventor gets can be ob- 
tained in the case of electric power only if you can produce cheap 
electric power. What we are talking about is which incentive can 
lead to cheap electric power ? 

There are two sides to it. I strongly believe that our whose enter- 
prise system moves on incentive, that the patent system has provided 
strong incentive. I would say that a company as large as ours is not 
nearly so concerned as a small industry. But I believe you will find 
industry as a whole is quite concerned. 

Representative Hrnsuaw. The statement has been made that one 
who achieved that discovery and was able to patent it would be able 
to charge a royalty or a use fee, whatever you want to call it, of the 
patent equivalent to the difference in cost of production between the 
cost under that patent and under the normal situation that existed 
at the time. 

Mr. McCune. Or a little less than that. 

Representative Hinsuaw. Or a little less in order to make it reason- 
ably worthwhile that one should employ this new idea. 

What comment have you to make on that? 

Mr. McCune. You mean that should be provided by law? 

Representative Hinsuaw. No; by law it should be prevented. 

Mr. McCune. That he make that profit? 

Representative Hinsuaw. Yes. 

Mr. McCune. Well, I do not know whether this goes to the heart 
of your question or not. There is a great feeling, I believe, that such 
a discovery might be a windfall, might not be the result of effort on 
the part of a person. 
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I am assuming that this is a bona fide job such as, for example, when 
Edison set out to develop the electric lamp. A group of people with 
some capital got together, as I understand the story, and they set up 
the company for the purpose of Edison inventing the electric lamp. 
He did not have the lamp. He did not know how to make it. The 
people that backed him did not know whether he was going to go 
through with it, but they still gave him capital for a corporation whose 
sole purpose was for him to invent an electric lamp. And he did. We 
got the electric lamp and it built our whole electric industry. 

Should he, or should he not, have made a profit off the lamp? 
Should those half dozen or dozen men who financed that company 
have made a profit or not? I believe firmly they should; and I believe 
it was realization that if they could get a good lamp they would make 
a lot of money that put us where we are. 

Representative Hinsuaw. I do not know whether you have been able 
to attend these hearings over a period of several days. 

Mr. McCune. I have read the first 2 days’ testimony. I have not 
read any more than that. 

Representative Hinsuaw. The idea has been expressed that because 
of the investment of some $12 billion by the Government in not only 
atomic-energy research, but in production equipment and experience 
gained thereon and the employment of contractors or whatever to do 
the work, but nevertheless the investment of $12 billion, that there is 
a great basis of public interest in the field of atomic energy and that 
any further discoveries would have necessarily to be based. upon that 
field of knowledge already paid for. 

Therefore, and in consequence thereof, further developments of a 
patentable nature that might provide radical improvement in the cost 
of production of power therefrom, that the people had a proprietary 
interest in it and therefore had a sound right to require that the use 
of any such patent be cross licensed to other potential users, 1 presume 
at what would be considered a reasonable royalty. 

Mr. McCune. I would like to ask my counsel if he knows—he is not 
a patent lawyer—whether or not there are not provisions of the pres- 
ent law which operate in those circumstances, 

Representative HrnsHaw. There is under the present law a pro- 
vision which pertains. 

Mr. McCuns. I didn’t mean the present Atomic Energy Act. I 
mean the general laws of the country. 

Mr. MacMacxtiy. My name is Stuart MacMackin. I think the 
problem Mr. Hinshaw is concerned with could be handled by existing 
provisions in the law which prevent abuses of patents, those which 
patent lawyers call boxing in, fencing in, which prevent an inventor 
from inventing something and failing to use it. 

I think the concern that you have, and I fully understand it could 
be taken care of by laws directed at misuse of the traditional patent 
system rather than by a law that changes the traditional patent system. 

Representative Hinsuaw. I do not know how that would be done 
because I am not a patent lawyer. I presume there are ways that it 
can be done. 

Mr. Ooms, in his testimony given before the committee a year ago, 
proposed more or less the present act providing that the Commission 
may— 
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declare any patent to be effective in the public interest if (a) the invention or 
discovery covered by the patent produces, utilizes or is essential in the produ 
tion or utilization of fissionable material or atomic energy: and (b) the li 
censing of such invention or discovery under such subsection is necessary to 
effectuate the policies and purposes of the act 

and so forth. 

That is contained on page 459 of the hearing of last June. 1 think 
that we will have to examine into this situation rather carefully to 
make certain that we provide the greatest possible incentive to in 
vention within the reasonable bounds of the public interest in the in 
vention because, of course, anything to do with atomic energy has a 
high degree of public interest and concern. 

Mr. McCune. It seems to me that is the key to the question. You 
gentlemen and the rest of Congress have the responsibility of de 
termining this optimum balance between incentive and holding back. 

Personally, I feel that we have need for, we can greatly use, and we 
may have no appreciation of what can happen if both greater liberty, 
as proposed i in the act, and normal incentive are provided in this area, 
all consistent with national security. 

I feel that this technology is just rushing ahead more rapidly than 
many of us can believe. We are on the threshold of engineering 
success of economic electric power, and, very frankly, I think you 
will recognize that our plea to throw this thing open to the public 
and let everybody have a chance is not based on the short term in 
terest of a company which might be considered to be knowledgeable 
in this field, but is based on the longer term interest of the company 
who is going to live over the coming years from supplying equipment 
which reduces the cost of power and from selling the goods which allow 
people to use that power and translate it into the things they want. 

Representative HinsHaw. Of course, you understand, Mr. MeCune, 
that your own company, which has been a very important contractor 
to the Commission, is in a public sense of being in a position of ad 
vantage, owing to the knowledge it has obtained in the atomic energy 
field. 

Mr. McCune. I recognize that. I was just saying that if you look 
at it clearly you will see that our fundamental interest over the next 
30 or 40 years is to do anything which will reduce the cost. of electric 
power so that we can sell equipment which will help generate more 
power at lower cost, so we can sell equipment which you and T and 
others can use to translate that electric power into something we want. 

Our interest lies in the lowest possible cost of electric power. That 
is why we went into the business to begin with, because we thought 
it could be achieved, and we still believe it can be achieved. That 
is where the interest of a company like ours lies. 

To the extent that we hold back in any way or in anything which 
keeps up the price of power, we are just slicing our own throat. 

Representative Hinsuaw. I realize that as possibly some do not, 
and I realize it as an engineer, that any piece of equipment which 
can materially reduce the cost of production of an item or a thing, or, 
in this case, electric power, can be sold in volume for the purpose 
intended only in proportion to the obsoleting factor that it presents 
to other equipment now in existence. I do not know whether I have 
made that clear or not. 

Mr. McCune. That is right. 
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Representative Hinsuaw. But if you can obsolete all equipment by 
making it possible to produce power at a much lesser rate or a very 
low rate, then, of course, your business is going to be very large. 

But whether or not that right to produce equipment should be an 
exclusive right or it should be necessarily cross-licensed to others, or 
licensed to others, let us say, by effect of the law, is another subject. 

Mr. MacMackin. One further comment on that point. I think 
there are many interpretations of the antitrust law that already cov- 
ered this field, interpretations which, in my opinion, would make it 
very unwise for a large company to make an extortionate use of a 
patent. 

At the same time, I think it might be desirable to leave the problem 
in the hands of the antitrust laws, because that would leave a small 
industry able to keep its patent and make its royalty, make its profit 
that it earned from that patent. 

Representative Hinsuaw. I think the committee would appreciate 
suggestions from all concerned, including yourself, as to the manner 
in which the patent provisions of the act should be handled in order 
to prevent abuse and to encourage invention and the inventive genius 
of our country. 

Chairman Coz. Mr. Holifield. 

Representative Hoirrmip. Mr. McCune, I want to say, first, as a 
member of this committee since its establishment, I have a great deal 
of knowledge of the contribution which your company has made 
toward the atomic-energy progress and the technology which we have, 
along with other great companies, but particularly I am aware of your 
company and its work, its contribution, and anything I might say is 
certainly not criticism of the General Electric Co. because I have a 
great deal of respect for it. 

Another thing I want to say is that I am not going through your 
long statement here and ask you questions. My colleague has con- 
veyed to you the concern of some of us in this field to maintain the 
acceleration of development of this art and at the same time not give 
an undue windfall to individuals, or corporations like your own 
company, that have had advantage of years of experience and know- 
how in the art and which might be in a better position than a company 
which has not had that advantage. 

So I am not going to go into that at this time because you have 
already been asked for some language in a special extension of your 
remarks on the subject of how the committee can best do its job. 

I do want to mention one thing. Throughout your statement here 
you have made constructive criticisms, as I see it, of the language 
of the act. It has been the intent of the committee to do certain 
things. 

Now in some instances I have agreed with it and in some instances I 
have not agreed with it. But I have been uncertain in my own mind 
as to whether the language that we have used actually achieved 
the purpose. I want the language to be clear even though it be for a 
a purpose with which I am not in accord because then I can vote 
against the language and then my responsibility is discharged. But 
as long as it is ambiguous and unclear, then there is a hazy area 
there where I cannot rightly do my duty either. So I appreciate and 
I want to study these criticisms of language which you have made. 
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You have brought up a very important part, I think, in the notation 
that you have been unable to get insurance on the reactors. 

As we are in an experimental stage at this time, I can readily see 
why there might be some concern on the part of insurance companies, 
not having had a great deal of technical knowledge nor any experience 
in this field, as to going into these reactors, although many of the 
scientists are convinced that they can give them to us in a safe 
fashion. But apparently those scientists “have not been able to con- 
vince the insurance companies yet. 

Now that brings up of course a very important point; that is, 
that by the very nature of our private enter rprise system we do feel- 
that it is necessary to insure ourselves against the undue hazards 
when we are risking stockholders’ money. 

Therefore, this is a problem which of course has to be solved 
before private industry can go ahead on a really free enterprise 
basis. 

This is something which is new and which has been brought to this 
committee that we are going to have to study. 

Now there was one analogy that you drew, and I believe I can 
refer to it, when you said that there were a group of men who got 
behind Edison and said “Here is a certain amount of money to enable 
you to run your laboratory and experiment and produce the incan- 
descent globe,” and this was done. 

Edison was successful, as we all know, for the benefit of mankind. 

Are you aware as to whether the men who backed him in this enter- 
prise received part of the benefit from that invention ? 

Mr. McCune. I cannot give you the financial history of that early 
company, no, sir. 

Representative Hotirrep. As I remember reading the story, I 
believe there was a company formed for the production of incandes- 
cent globes, possibly your own company. The old Mazda company, 
I believe it was 

Mr. McCune. That company was the first corporate entity which 
led to the General Electric Co., with a group of men who looked at 
Edison, who did not have the money, but had ideas, and essentially set 
up a corporation to make an invention, and sure enough he came 
through with it. 

Representative Hotirrecp. My impression is that those men, like the 
men who backed Henry Ford, did enjoy the benefits of that invention. 

Mr. McCune. I should hope so. 

Representative Hotirretp. I hope so, too. I think they were entitled 
to it. 

Now, if you will allow me to take the same analogy, the United 
States Government has backed this invention to the tune of many 
hundreds of millions of dollars. 

Now my concern is that the United States Government share in that 
benefit, not by the collection of patent rights as these men did, but by 
the widest possible extension of the use of this technology and any 
technology that is developed in this interim period to the people of the 
United States. I believe that is the best way to do it, to get it out to 
the people. 

Now there may be some difference as to how we should do that, 
but this committee is seeking the way to get the maximum benefit 
out to all the people because we feel we are under obligation to them 
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just as the people behind Edison and Ford were rewarded for their 
advancement of funds. 

My only objective in this thing is to get that benefit to the people in 
the best manner possible. Some feel that we may be throwing the door 
open wider at this time to only a few—and when I say “throwing the 
door open wide,” I say that it is only to a few because of necessity we 

cannot get-many in the industry in the next 5 years—are you with me 

on that? I am thinking, sir, of the time element in building these 
reactors and getting operating experience and the source material 
that is available to be diverted from our weapon program and differ- 
ent things I am thinking of when I make that statement. 1 believe 
it is a fair statement. 

Mr. McCune. I would hope, although I cannot prove it, these are 
entirely matters of opinion, that the simple freeing-up of technical 
information more than 3 years old might lead a large number of busi 
nesses to participate quite heavily. 

Representative Houirietp. What did you say about the 3 vears/ 

Mr. McCune. I said the simple freeing-up of technical information 
more than 3 years old might lead : 1 large number of companies to 
experiment, invent, and study. 

eateuntehio’ Hourrm.p. On this committee, we are willing to 
make as much information available as possible. And I do not doubt 
but a great number of companies might want to participate but I am 
doubting if by the nature of the thing there will be a large number 
allowed to participate. I am talking particularly now about the 
power field where it takes $30, $40, $50 million to build a reactor. 

Mr. McCune. With that limitation I agree with you. 

Representative Hoxiirtety. These are some of the problems we are 
struggling with. I want to study your language. 1 would ask you 
this question : After we have studied your language and the suggestion 
of others and after we have formulated what we believe is a cleaner 
bill, would you like to have access to the revised bill after the commit- 
tee gets through with it and have an opportunity to study it and 
possibly give us your views on it? 

Mr. McCune. I would be very happy to. 

(The information referred to will be found at the end of Mr. 
McCune’s statement.) 

Chairman Cote. Providing that the committee desires to solicit your 
views ? 

Mr. McCune. Certainly. I shall be glad to do anything you would 
like us to do. 

Chairman Coie. Mr. Price. 

Representative Price. No questions. 

The Cuarrman. Mr. McCune, as one of the primary contractors of 
the Atomic Energy Commission, do you feel that your company will 
be willing to be subject to a statutory requirement that any patents 
that your company or your employees might discover in the next 5 
years will be subject to open license ? 

Mr. McCune. I doubt that you meant that the way I heard it, that 
any patent that our company—— 

Chairman Core. Of course related to the atomic energy program. 

Mr. McCune. Do you mean people working under contract or peo- 
ple who have no access whatever to classified data ? 
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Chairman Cots. I mean any employee of the General Electrie Co. 
who might conceive of a new idea in the atomic energy field which was 
patentable, if it became patented that patent would be open to use 
upon payment of a reasouable royalty fixed by the Commission for a 
period of 5 to 6 years. 

I hope you do not hide by saying that you cannot speak for the 
company, because I am sure this subject must have been discussed 
rather extensively in your conferences that preceded your appearance 
here. So there must be a concensus of opinion in your group as to 
whether they would consider that a penalty for their having partici- 
pated with the Commission through these years and operating these 
vast atomic-energy installations or whether your company would be 
willing to endure that inhibition for the next 5 to 6 years, in order to 
further contribute toward deve loping this new energy program. 

Mr. McCune. If I understand you correctly, you were saying that 
having participated in this program, if any of our employees obtained 
il Poe in the next 5 years, it would have to be licensed in perpetuity 

for the length of time that the patent is good, that royalty fees 
won be fixed by the Commission; whereas anyone who had not coop- 

erated to the extent of working in this field could have the normal 
patent rights. 

Chairman Coir. That is the substance of the question. 

Mr. McCune. We have not discussed that point at all. I would be 
glad to discuss it, but I personally think it is most unfair. 

Chairman Core. I grant you it is unfair. I grant that. 

Mr. McCune. There are lots of things that are done to us that are 
unfair. We keep on going. But I still think that is unfair. 

Chairman Corr. But you are not prepared to expose yourself by 
stating a willingness to be subject to that unfair proposition ? 

Mr. McCune. That has not been discussed. You say you hope I 
won't dodge. I can talk freely for my division. I can’t talk for all 
the employees of General Electric. 

Chairman Corr. This particul: - aspect of cross-licensing need not 
necessarily have been discussed, but the idea of cross-licensing may 
have been discussed. 

Mr. McCunt. May I say this. This may not be germane, but I may 
be touchy. I get thrown at me, told to me, “We have educated you in 
this business. Why do you have any rights? We have paid you. 

Now that is a widely held opinion of many people. Nevertheless, 
I feel that I brought something to my job. I believe you gentlemen 

feel that you have brought something to your job. I know our com- 
pany feels that we have brought something to the job that we were 
given. To the extent that you have been paid for your work, and I 
have been paid for my work, the company has been paid for its work, 
1 believe we have produced accomplishments well worth what we 
have gotten. 

I believe you gentlemen feel you have produced accomplishments, 
maybe worth more than you have been paid. I am sure my company 
feels it brought something to its work. 

And I feel, to the extent that we have done so, then prejudicing us 
is unfair. No one likes things that are unfair, although I admit we 
accept them sometime. 

You can’t dim our enthusiasm for this field. 
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Representative Horirrerp. Mr. McCune, I think that would be 
unfair, too, if such a request were made. 

But let me ask you a question to further develop this thought. I 
will not even predicate it on the action of this committee. 

But if it were thought wise to protect the public interest, during 
this interim period of development i in the next 5, or 6, or 7 years, when 
you feel great results are going to be obtained, when we feel that many 
hundreds of millions of dollars of the Government money is going 
to continue to go into research and development which will be made 
available, in view of the fact that many millions have been made 
available for research and development, if we thought that, in order 
to protect the public interest, there should be an interim period in 
which compulsory licensing would be called for by all people, both 
working in your company and people outside, in this field of atomic 
energy, so that they would receive a fair return for their contribution 
under a compensation arrangement to be their reward, or reasonable 
royalty fee, from the use of those inventions, but, at the same time in 
order to protect the public interest, widespread and nonexclusive use 
of those inventions were given to all of the industry, would you think 
that that would be fair? 

This is about what the President advised in his February 17 speech. 
He recognized there was a public interest here and there was an 
interim period of time, and he advised that, in order that no one, 
however farfetched the idea may be, might get a monopoly hold on 
this act. 

He advised that, and language has been submitted to this committee 
to carry out his admonitions, language which has been approved by 
the Budget Bureau, I understand. 

Mr. McCune. I think that would be fair. I think that would be 
clearly understood. I think it would be workable. 

Representative Horirrerp. It would apply to all people in the 
Nation, not only to the employees of a company that had worked for 
atomic energy.. It would apply to everybody. 

Mr. McCune. I think what you lose is incentive to invent these 
things. There are very, very few inventions that have been made, 
really, such that somebody else can’t get his device to work and do 
almost as well or maybe do better. 

So, again, what you are proposing is trading the basic incentive 
for a certain feeling of having protected something. You gentlemen 
are going to have to make that basic decision. You are asking people 
to give their opinion on that. 

As I have said, I feel strongly that the normal provisions of the 
patent law should apply to this industry. I feel it is clearly indicated 
that they cannot apply right at the moment. 

Representative Horirtetp. Do you think it is a normal industry? 

Mr. McCune. It should be a normal industry. 

Representative Horirrerp. Do you think it is a normal industry? 

Mr. McCunr. No, sir, it is in a transitional period. 

Representative Horrrrevp. That is right. 

Then why should we apply normal patent laws to this industry 
during a transitional period when it is not normal and when, by your 
own testimony here, you have indicated that the insurance com- 
yanies of this country will not insure because it is not a normal 
industry ? 
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And you have come to ask here that Government take the risk that 
private industry will not take. Yet you ask for normal patent rights 
in an industry which is not normal. 

Mr. McCune. I did not think I did. I thought the bill was pretty 
good, 

Representative Horirreip. But the bill provides that in peacetime 
uses normal patent Jaws shall prevail. 

Mr. McCune. In general, with certain exceptions. 

Representative Hoxtrietp. With the exceptions in the military 
field. 

Mr. McCune. Yes, sir; I think that is reasonable. 

Representative Houiirrecp. Do you think it is reasonable, then, to 
allow normal patent rights to obtain in a business which is not normal 
and which even the insurance companies will not insure because it is 
not normal, and to come to the Government and ask for insurance 
from the Government which private industry will not take over? 

And on the one hand, you come with your hand out to the Gov- 
ernment for support and assistance in private industry. On the other 
hand, you want to take from the Government certain technology and 
utilize it in a normal way. Do you think that is reasonable? 

Now this seems to me inconsistent. I do not want to put you in 
a false light. 

Mr. McCune. What I have been saying is this—and your interpre- 
tation of what I have been saying is not my interpretation—I have 
been saying this: You say “You want to take something from the 
Government, and then, at the same time,’come back and ask the 
Government for something else.” 

My viewpoint on this is that the patent system is an incentive to 
many others. It is not the taking of something from somebody. 
It is the releasing of an incentive. 

I submit that the freedom in this field is far more of an incentive 
to somebody who has not yet participated to get in with both feet 
than it is to somebody who has participated and, therefore, knows 
the state of the art. 

That is the decision you have to make, as I see it, not whether some- 
body like us will take something from the Government. That is a 
different thing. And I do not think I have quite gotten it across to 
you. 

Representative Hortrrevp. Thank you, Mr. McCune. 

Chairman Corte. Thank you very much, Mr. McCune. 

You have made some very, very helpful suggestions, some of which 
I am sure you will recognize when you see the eventual product of 


our efforts. 
GENERAL ELectric Co., 
Schenectady, N. Y., June 17, 1954. 
Hon. W. STERLING COLE, 
Chairman, Joint Committee on Atomic Energy, 
United States Congress, Washington, D. C. 


Dear Mr. Cote: When I testified before the joint committee on May 14, I was 
asked for a supplemental statement of the views of the General Electric Co. 
on the question of patent rights. I am grateful for the opportunity to amplify 
and clarify, for the record, the views which I expressed at that time. This letter 
has been delayed in order to enable us to study the patent provisions of the 
revised bill on which hearings have recently been concluded. 

I think there is almost universal agreement that the availability of patent 
rights provides an effective incentive for research and development. America’s 

























































346 AMEND ATOMIC ENERGY ACT OF 1946 


remarkable industrial progress has at all times depended on industry’s willing- 
ness to invest large amounts of money in research. American industry has never 
been content with last year’s—or even this year’s—model. At General Electric, 
it is no meer advertising slogan but a deeply cherished belief, that “progress is 
our most important produet.” The incentives and rewards offered by the patent 
system are unquestionably a very important reason why American industry is 
willing and able to be progressive. As witnesses before the committee from all 
segments of business have pointed out, the patent system provides important 
incentives for small businesses, just as it does for larger businesses. 

The proposed act heralds the abandonment of a system of complete Govern 
ment monopoly over atomic energy. The extension of normal patent rights for 
atomic inventions will encourage private enterprise to contribute energetically 
and effectively to atomic research and development. We were happy to endorse 
the patent provisions upon which we testified on May 14, because we felt that 
they provided effective incentives for a progressive private atomic industry. 

While there is broad agreement on the importance of stimulating private 
atomic research, there appears to be a concern that patents might under some 
circumstances obstruct, rather than foster, maximum atomic development. Ap- 
prehension has been expressed that a company might obtain a patent of such 
fundamental nature as to enable it to establish a monopoly over a large area of 
atomic activity. More specifically, this fear seems to be focused on the possibility 
that those companies which have gained experience as contractors for the Atomic 
Energy Commission might be able to obtain patents which would enable them 
to block others from entering the atomic field. I would like to discuss, briefly, 
some of the underlying considerations and then comment on section 152 of the 
revised bill, as well as on alternate ways of regulating atomic patent rights. 

We recognize that concern about the possible dangers of private atomic patents 
has been expressed by reasonable and public-spirited men. However, we think 
that the actual danger is remote. First of all, the history of the patent system 
shows that patents whose scope is broad enough to enable their possessor to fence 
off a substantial area of technical development are extremely rare. When such 
patents appear, the normal pressures of business interest and public opinion 
are sufficient to prevent their use in a manner inimical to the general welfare— 
as witness the history of the important patents developed since the war in the 
pharmaceutical field. 

Secondly, the concern about a possible advaitage possessed by the companies 
who have been contractors of the Commission has been very much exaggerated. 
It must not be overlooked that by this time there are many thousands of con- 
tractors—both large and small—who have been engaged in atomic work. Fur 
thermore, the Commission's contracts with private companies, such as the one 
under which General Electric operates Hanford, require that all inventions 
made by the contractor become the property of the Commission. Thus, these 
inventions have all been funneled into a public pool controlled by the Commis 
sion. We assume that the Commission will permit access to this basie pool of 
atomic knowledge on as broad a basis as security considerations allow. 

It seems to us that the problem confronting the committee is one of the 
balancing conflicting considerations. On the one hand, there are the advantages 
to be obtained by giving industry the incentives of the patent system. On the 
other hand, there is the fear that a patent might be granted which will permit 
its possessor to block future developments by others. The advantages derived 
from the patent system have been convincingly demonstrated by the record of 
America’s industrial growth, ever since the Founding Fathers established our 
patent system in the Constitution. The dangers are, as we have indicated, 
extremely slight. 

In considering various possible limitations on patent rights, the committee 
is faced with a further balancing job—weighing the value of the protection ob- 
tained against its cost, in terms of impaired incentives for research and progress. 
The limitation on patent rights provided in the May 21 revision of the bill— 
section 152—is in our opinion harmful to atomic progress on at least four 
counts. First, it seriously restricts the incentives for a very substantial seg- 
ment of Aberican business. Second, it is inequitable in that it punishes those 
who have been willing to contribute their skills during the period of Govern- 
ment monopoly. Third, it does not solve the problem of the revolutionary in- 
vention. Fourth, it presents serious administrative difficulties. 

Section 152 is directed specifically at the so-called “insider” problem. To 
obtain a patent—except with the express consent of the Commission—an appli- 
cant must certify that the invention was not “made or conceived during the 
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course of, in connection with, or under the terms of any contract, subcontract, 
arrangement, or other relationship with the Commission, other than as a licensee 
under this act, irrespective of whether such contract, subcontract, arrangement, 
or other relationship involved the expenditure of funds by the Commission.” 

It is quite clear that section 152 would affect a very substantial segment of 
American science and industry, and would restrict incentives in a very substan- 
tial fashion. The fact that (according to AEC figures) the Commission awarded 
nearly 18,000 prime contracts and purchase orders, and the prime contractors 
in turn let more than 375,000 subeontracts and purchase orders in a single year 
(fiscal year 1952) gives some indication of the size of the so-called “insider” 
group which will be affected by the terms of section 1952. 

We seriously question the fairness of any provision directed specifically 
against the companies which have participated in the atomic program during 
the period of Government monopoly. It is true that the Government has paid 
for the work carried on by its contractors. However, the contractors themselves 
have made very large contributions. For example, during a period when sci- 
entific and engineering brainpower was at a great premium, many of the con- 
tractor companies assigned some of their ablest physicists, chemists, and engi- 
neers to work on Atomic Energy Commission contracts. The committee is well 
aware of the difficulties which the Commission has had in finding private com 
panies which were willing to operate atomic facilities during the period of 
Government monopoly. Section 152 would now penalize those who have helped 
to produce present knowledge and inventions, and would benefit those who have 
avoided contributing to the program. 

Moreover, a section such as 152, which is directed solely at the Commission 
contractors, does not solve the problem of the revolutionary invention. For 
example, when I appeared before the Committee on May 14, Representative 
Hinshaw expressed his concern about the possibility that someone would obtain 
a patent on a process for transforming atomie energy directly into electric power. 
As we have indicated eari®, we consider the possibility of such revolutionary 
inventions relatively remote. There is no guarantee, however, that should such 
an invention be made, that it would be done “in the course of, in connection with, 
or under the terms of” a contract or other arrangement with the Commission. 
Thus, even though section 152 would result in making a very large number of 
inventions unpatentable, it may very well miss the one kind of invention which 
might perhaps enable a patent owner to restrict seriously the progress of others. 

We think that the language of section 152 is so broad as to make it practically 
unworkable. How is it possible to determine whether an invention was “con- 
ceived during the course of, in conneccion with, or under the terms of” a contract 
or other arrangement with the Commission? It is practically impossible to draw 
any sharp lines of demarcation, either in terms of time or in terms of subject 
matter, between research conducted independently and work done “in connection 
with” a Commission contract. Scientific progress is a continuous stream. One 
vear’s progress is inevitably a product of experiments performed and knowledge 
gathered in preceding years. For all these reasons, we strongly recommend that 
both the language and the idea of section 152 be dropped when the committee 
frames its final draft of the proposed act. 

If, in its final evaluation of this problem, the committee coneludes that—in 
spite of the countervailing considerations which seem so persuasive to us—some 
special treatment of atomic patents is necessary, we urge that a method be em- 
ployed which will have the minimum effect on normal patent rights, and will 
impair the incentives of the patent system as little as possible. In our opinion, 
the alleged danger of patent roadblocks to atomic developments can be met with- 
out broad and sweeping regulation over the issuance of patents or over their 
normal use. After all, the assumed threat is not caused by normal and ordinary 
patents, but by a highly unusual and rare kind of patent. 

Furthermore, an additional factor has to be present—the owner of the patent 
must exercise his rights in a restrictive fashion. In essence, the assumed danger 
is simply that someone will patent a very revolutionary invention and refuse to 


s 


license others on reasonable terms. To meet this possibility, the Commission’ 
problem is merely to assure that a natent holder will grant licenses on fair and 
equitable terms. 

We respectfully urge that the following protective elements be included in any 
legislation that may result from the committee's efforts in connection with this 
problem. 

First, the authority to compel licensing should not be exercised unless a finding 
has been made that the patent involved is of such basic importance to the develop- 
ment of atomic energy as to be affected with the public interest. 
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Second, the applicant for a license should demonstrate (a) that the license 
is necessary to carry on an activity authorized by the Commission, and (b) 
that he has been unable to obtain a license on fair and equitable terms from 
the owner of the patent. 

Third, only if the applicant and the patent owner have been unable to agree 
upon terms, should the Commission step in and undertake to set a reasonable 
royalty rate. : 

Fourth, provision should be made for an adequate hearing and a right to 
judicial review, both on the question of whether a license should be issued and 
on the setting of the royalty rate. 

Fifth, authority for compulsory licensing should be granted only for a limited 
period, perhaps 5 years. In addition, we recommend that the committee ind 
eate clearly, perhaps in the committee report, that the decision to employ 
compulsory licensing is based solely on the unique circumstances temporarily 
present in the Atomic Energy business. 

On behalf of the General Electric Co., I would like to express our appreciation 
for vour courtesy in permiting us to present our views. 

Respectfully yours, 
Francis K. McCune, 
General Manager, Atomic Products Division. 


COMMENTS OF GENERAL ELecrric Co. oN May 21 Drarr or Proposep ATOMIC 
ENERGY Act oF 1954, AS SUBMITTED BY F. K. McCLUNE, GENERAL MANAGER 
ATromMic Propucts Division, JUNE 17, 1954 


CHAPTER 2. DEFINITIONS 


Section 11 (d): “Atomic weapon” is defined as “any device utilizing atomic 
energy, the principal purpose of which is for use as, or development of, a weapon, 
a weapon prototype, or a weapon test device.” sist 


What is the exact scope of this definition? Is a submarine which uses atomic 
energy for propulsion, but relies on conventional shells and torperoes, an atomic 
weapon? How about a guided missile, using conventional means of propulsion 
but possessing an atomic warhead? 

Is the whole apparatus the atomic weapon, or just the atomic component? 

Who makes the determination, the Commission? The Defense Department? 
What if there is a dispute? 

Section 11 (n): The definition of “person” includes “any * * * Government 
agency other than the Commission.” It should be made clear that the exception 
includes not only the Commission, its officers and employees, but also any con- 
tractor or agent acting in behalf of the Commission in the exercise of duly 
authorized functions. 

The importance of this clarification is indicated by the provision regarding 
the possession of special nuclear material, section 57 (a) (1), and by the pro- 
vision dealing with the manufacture and possession of atomic weapons, 
section 92. 

Section 57 (a) (1) makes it unlawful for any person to possess, transfer or 
receive any special nuclear material except as authorized by the Commission 
pursuant to section 53 (a). The latter section requires licenses. Thus, unless 
contractors of the Commission are excepted from the definition of “person” they 
might have to obtain licenses pursuant to section 53 (a) in order to possess, 
transfer or receive special nuclear material. Similarly, section 92 makes it 
“unlawful for any person to transfer, or receive in interstate commerce, manu- 
facture, produce, transfer, acquire, possess, import or export any atomic weapon, 
except as may be authorized by the Commission, pursuant to the provisions of 
section 91." The latter section refers to the authority of the Commission to 
engage in the development and production of atomic weapons. Thus, unless 
contractors of the Commission are excepted from the definition of “person,” it 
might be held that contractors engaged in weapons development and production 
are in violation of Section 92. 

The specific exclusion of contractors from licensing obligations provided by 
section 109 (a) does not appear to release contractors from the provisions of 
sections 57 (a) (1) and 92. The clarification of the “person” definition would 
consistently apply the basic intent of section 109 to the special nuclear material 
distribution and atomic weapons problem. 
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CHAPTER 3. ORGANIZATION 
On page 10 the chapter heading should be “Chapter 3” rather than “30.” 


CHAPTER 4. RESEARCH 


Section 32. Research by the Commission: The authorization to the Commission 
to engage in research should be directed to “activities and studies of the types 
specified in this chapter” and not “in this section.” 


CHAPTER 5. PRODUCTION OF SPECIAL NUCLEAR MATERIAI 


Section 41. Prohibition: This section appears to be completely unnecessary 
The very same restriction on the unlicensed manufacture, production, transfer, 
ete. of production facilities is contained in section 101. Furthermore, the 
reference to section 42 is not strictly accurate. Section 42 doves not, in fact, 
authorize any activities prohibited by section 41 sinee section 42 refers to owner- 
ship and operation of production facilities. 


CHAPTER 6. SPECIAL NUCLEAR MATERIAL 


Section 52. Government ownership of all special nuclear material: We urge 
that section 52 be revised to give the Commission express authority to make 
firm commitments for the purchase of special nuclear material. Such a provision 
is presently contained in section 66, which deals with Government acquisition 
of source material. It provides that “the Commission may establish guaranteed 
prices for all source material delivered to it within a specified time.’ The fact 
that such a provision is included in section 66 but not in section 52 might possibly 
suggest that the Commission has no authority to contract for special nuclear 
material at firm prices, 

The existence of such power on the part of the Commission might serve as a 
strong encouragement to private investment in atomic facilities. Dual-purpose 
reactors provide a good example. <A private company would undoubtedly be far 
more ready to invest its capital in the construction of a dual-purpose reactor 
if the Commission would make a commitment to purchase special material at a 
price specified in advance. Since special nuclear material can only be sold to 
the Commission, it might prove to be very important that the Commission be 
able to give such firm assurance. 

Section 53 (e) (8): Section 53 (e) (8) provides that “the applicant will hold 
the United States and the Commission harmless from any damages resulting 
from the use of special nuclear material.” We presume the intent is to indicate 
that the mere fact of United States title to special nuclear material shall not 
make the United States liable for damages resulting from the activities of a 
licensee in possession of this material. We do not question about the validity 
of this objective. However, we feel that the language goes considerably beyond 
the intent. We feel strongly that a licensee should not be required “to hold the 
United States and the Commission harmless from any damages.” Such sweeping 
language might even include damage resulting from the negligence of the 
Commission or its employees. In our opinion, subparagraph 8 should not be 
phrased in terms of the Government’s being held harmless; rather it should 
simply indicate that the Commission or the United States shall not be liable for 
damages merely because of the fact of United States title, where absent that 
factor the United States would not be liable. 

Section 53 (f): It is provided that in case of shortage of special nuclear 
material “preference shall be given to activities which are most likely, in the 
opinion of the Commission, to contribute to basic research, to the development 
of peacetime uses of atomic energy, or to the economic and military strength of 
the Nation.” We assume that this enumeration of activities to be given prefer- 
ence is not intended to indicate any degree of priority as between the different 
activities enumerated. Perhaps this intent should be explicitly set forth. 


CHAPTER 10. UTILIZATION OF ATOMIC ENERGY 


Section 108 (b) (3): In our view the provision making a licensee’s technical 
information and data available to the Commission has been improved very con 
siderably over the version contained in the previous draft particularly in respect 
to limiting the information to that determined by the Commission necessiry to 
promote the common defense and security and to protect the health and safety 
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of the public and for no other purpose. We would like to urge one additional 
change. We suggest that the Comittee give careful consideration to a pro 
vision that a licensee should be compensated where the technical information and 
data developed by that licensee is used in a manner prejudicial to the competitive 
position of the licensee. We note that in a generally analogous situation section 
173 expressly provides for “just compensation” to the owner of the patent or 
patent application where the Commission communicates to a foreign nation 
restricted data based on private patents or patent application. 

Section 104. Medical therapy and research and development. 

Section 104 (b) deals with licensing of “utilization and production facilities 
involved in the conduct of research and development activities leading to the 
demonstration of the practical value of such facilities for industrial or com- 
mercial purposes.” The final sentence of paragraph b provides that “in issuing 
such licenses, priority shall be given to those activities which will, in the opinion 
of the Commission, lead to major advances in the application of atomic energy 
for industrial or commercial purposes.” It seems to us that this demands an 
almost impossible degree of prescience on the part of the Commission. When 
engaged in research and development activities, it is, as a practical matter, fre- 
quently impossible to tell in advance which of various alternative activities will 
“lead to major advances.” We are afraid that if the Commission is required to 
use such a test, the result might be an excessive conservatism stultifying maxi- 
minum scientific progress. 

Section 105. Antitrust provisions: In our testimony on May 14, 1954, we 
expressed strong disapproval of the antitrust section—then numbered section 
106. We were particularly concerned about the provisions for revoking atomic 
energy licenses where the licensee may have been found to have violated the 
antitrust laws in nonatomic activities (cross-sanction). We do not consider 
the present section 105 materially different from the previous version, and believe 
that all the comments we made before the joint committee on May 14 are still 
sound. 

We believe that no cross-sanctioning authority of any kind is needed or appro- 
priate. Where a licensee engages in atomic activities which violate the anti- 
trust laws, all the penalties provided by the antitrust laws clearly apply. The 
courts and the F. T. C. have ample power to deal with violations. There is no 
reason for believing that the atomic energy industry will present antitrust prob- 
lems which cannot be met by existing antitrust laws. Thus, there is no reason 
for giving the Atomic Energy Commission authority of this kind especially in 
regard to nonatomic activities. 

If cross-sanctiens are to be included at all, we feel they should be strictly 
limited to antitrust violations directly affecting atomic developments. Section 
105a, as presently drafted, is so broad that the Commission could suspend or 
revoke an atomic license for a Robinson-Patman Act violation relating to the 
sale of refrigerators. Further, in the interests of encouraging private invest- 
ment in the atomic field we believe no atomic license should be suspended or 
revoked on antitrust grounds, except where the licensee has been found guilty 
of violations which materially restrain the development of atomic energy. 

Section 105 (b): We note the use of the term ‘“‘fissionable material” in line 6 
on page 45. We presume the reference should be to “special nuclear material.” 

Section 106. Classes of facilities: In our testimony on May 14 we expressed 
concern over the classification section, then numbered section 107. This con- 
cern has not been allayed by the changes incorporated in the present section 106. 
We assume the purpose of this section is to give the Commission authority to 
establish different “classes of facilities’ for purposes of setting up different kinds 
of licensing procedures. Since the language of section 106 is very broad, its 
purpose ought to be stated explicitly, as a guide to interpretation. Paragraph 
(b) which provides that the Commission may “define the various activities to 
be carried on at each such class or facility’ might be interpreted to give the 
Commission an enormous amount of control over the day-to-day activities of 
licensees. 

We are even more concerned with paragraph (c) which provides that “the 
Commission may designate the amounts of special nuclear material available 
for use by each such facility.” What is the relation of that provision to 
section 53, which provides for distribution of special nuclear material? We 
note that paragraph (c) applies to “each such facility” and not merely to “each 
such class of facility” as is provided in paragraph (b). We recommend that it 
be made clear that section 106 is not to be interpreted as giving the Commission 
any substantive regulatory authority, beyond what is granted in other provisions 
of the act. 
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Section 107. Operators’ licenses: We are concerned about the mandatory 
and sweeping nature of section i107 (d). It is provided that “the Commission 
shall suspend such [operators’] licenses for violations of any pr visions of t.is 
act, or any rule or regulation issued thereunder whenever |.e Comm): OD 
deems such action desirable.’ We feel that this provision gives the Commission 
more discretion than is necessary and we suggest at least the insertion of a 
tighter standard than that which the Commission may deem to be “desirable.” 
Since the livelihood of the individual operator may depend on the retention 
of his license, there should be no suspension without adequate cause. Further- 
more, we think it should be made clear that the protections of the Administrative 
Procedure Act apply in the case of suspension of operators’ licenses. It is 
worth noting that section 186 (b) directs the Commission to follow the provisions 
of section 9 (b) of the Administrative Procedure Act in revoking licenses. Since 
section 107 (d) provides only for suspension of operators’ licenses, it might 
well be held that the Commission is not obliged to comply with section 9 (b). 
We suggest that section 186 (b) be amended by adding the words “and suspend- 
ing’ after the word “revoking” (p. 78, line 17). 

Section 108. War or national emergency: In case of war or national emer- 
gency, the Commission is authorized (1) to suspend licenses; (2) to recapture 
special nuclear material; and (3) to operate or to order the operation of any 
production or utilization facility. “Just compensation” is provided for damages 
caused by recapture of special nuclear material or by the operation of facilities. 
We assume that it is intended to compensate licensees fully for damages oc- 
curring without the licensees’ fault. To effectuate that intent more clearly, it 
might be desirable to provide expressly that just compensation should also he 
awarded for damages caused by the suspension of licenses. 

Section 109. Exclusions: Is the coverage of paragraph (a) sufficiently exten- 
sive to include research and development activities carried on under contract 
with the Commission? It appears to us that there may be research and develop- 
ment projects which do not fall clearly under either (1) or (2) of paragraph 
(a). Wesuggest that the exclusion from the licensing system explicitly be made 
coextensive with the Commission’s contracting authority. 


CHAPTER 12. CONTROL OF INFORMATION 


Section 142. Classification and declassification of restricted data: It appears 
that under the provisions of section 142 (a) there will be two classes of “re- 
stricted data.” The first and larger class includes all information falling under 
the statutory definition of restricted data. The second part includes so much 
of the first part as is classified “restricted data” by the action of the Commis- 
sion. Considerable confusion may be caused by the use of the same term to 
describe both classes of information. For example, does the requirement for 
security clearance apply only to restricted data of the second sort, or to both 
classes? Similarly, do the criminal provisions apply to both classes or only to 
the second one? 

Is any distinction intended between the declassification standard of paragraph 
(b)—which authorizes the Commission to declassify restricted data where this 
may be done “without undue risk to the common defense and security”—and the 
declassification standard of paragraph (c)—-which provides that information 
relating to miltiary utilization of atomic weapons may be “published without 
constituting any unreasonable risk to the common defense and security’? 

Section 145. Restrictions: We think that there is some ambiguity whether 
the exception authorized by paragraph (b) permits the Commission to employ 
an individual and to permit individuals to have access to restricted data (1) 
without clearance, or merely (2) before full clearance. It would be helpful if 
a clear indication were given which of the two is intended. 


CHAPTER 14. GENERAL AUTHORITY 


Section 161: The Commission is authorized to “make such disposition as it 
may deem desirable of (1) radioactive materials, and (2) any other property, 
the special disposition of which is, in the opinion of the Commission, in the 
interest of national security.’ It is perhaps desirable to exclude special nuclear 
material from the definition of “radioactive materials.” In view of the fact 
that in section 11 (e), special nuclear material is specifically excepted from the 
meaning of radioactive material and that no such exception is made in section 
161 (j), the inference arises that in 161 (j) “radioactive material” includes 
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special nuclear material. .It seems clear that disposition under 161 (j) is not 
intended as an alternative to the licensing provisions of chapter 6. 

Section 161 (h): This section provides that “the Commission may consider 
in a single application one or more of the activities for which a license is required 
by this act and is authorized to combine in a single license one or more of such 
activities.” In view of the variety and probable complexity of the licensing 
requirements, all possible procedures should be considered to avoid repetition 
and overlapping. We are somewhat concerned whether section 161 (h) goes 
far enough. 

We think it might be helpful to indicate expressly that the Commission may 
consider in a single application both a request for a facility license—under 
Section 103 or 104—and a request for special nuclear material or for source 
material—under section 53 or 63. <A facility license without an allocation of 
special nuclear material is useless. To get into business the applicant needs 
both. Therefore, we urge that, to the extent possible, the Commission should 
decide on the basis of a single application and in a single determination whether 
a facility should be licensed and whether and how much special nuclear materiai 
should be allocated. 

Section 161 (m): The Commission is authorized to enter into agreements with 
licensees “for such periods of time as the Commission may deem necessary or 
desirable * * * to sell, lease or otherwise make available * * * source material 
or byproduct material, and other material not defined as special nuclear mate- 
rial * * *.” We are concerned that the exclusion of special nuclear material 
may be interpreted as barring the Commission from making agreements pursuant 
to section 53 giving a licensee a definite commitment over a period of time for 
special nuclear material. In view of the fact that a licensee’s total investment 
may be completely dependent on a continued supply of special nuclear material, 
any provision barring the Commission from making firm commitments to make 
available special nuclear material cannot help but serve as a discouragement to 
investment. 


CHAPTER 16. JUDICIAL REVIEW AND ADMINISTRATIVE PROCEDU RI 


Section 186. Revocation: We are seriously concerned about the sweeping 
nature of the grounds for revocation provided in paragraph a. The Commission 
is given authority to revoke a license for (1) “any false statement in the appli- 
cation, or any statement of fact required under section 182,” or (2) “because of 
conditions revealed by such application or statement of fact or any report, record, 
inspection, or other means which would warrant the Commission to refuse to 
grant a license on an original application,” or (3) “for failure to construct or 
operate a facility in accordance with the terms of the construction permit or 
license or the technical specifications in the application,” or (4) “for violation of, 
or failure to, observe any of the terms and conditions of this act or of any regu- 
lation of the Commission.” 

In our opinion, the immense authority given to the Commission under para- 
graph (a) of section 186 may be very detrimental to the goal of widespread 
participation in atomic energy. In effect, the Commission could revoke a license 
and thereby put a company out of business for completely trivial violations. The 
threat of license revocation would constantly hang over any company engaged in 
the atomic-energy business as long as paragraph (a) is retained in its present 
form. We strongly urge that the Commission be required to determine the mate- 
riality of misstatements and of violations of Commission regulations and of the 
act. Only if the misstatement or violation is of such a nature as to indicate that 
the public interest requires the revocation of a license should the Commission be 
authorized to take such action. It must be recalled that investments of millions 
of dollars and the employment of hundreds, perhaps even thousands of workers, 
may rest on the retention of an atomic-energy license. Thus, it is essential that 
prior to revocation there be a proceeding which would properly balance all of the 
considerations involved. 

In addition to the foregoing genera! considerations, we would like to point up 
one specific inequity. It is provided that the Commission may revoke a license 
because of conditions revealed in an application which would have warranted a 
refusal to have granted the license, in the first place. This appears to give the 
Commission the freedom to change its mind after having granted an application, 
even though the Commission had all the facts at the time it granted the appli- 
eation and the application contained no fraud or misstatement. 
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Section 186 (b): In a revocation proceeding is the Commission required to 
provide any procedural rights other than notice and opportunity to achieve 
compliance? If it is intended that the licensee should have a hearing would it 
not be a good idea to say so expressly in the act? 

We have already noted in our discussion of operators’ licenses that the Com 
mission is authorized to “suspend” as well as to “revoke” licenses. The power 
to suspend licenses is also provided in section 105, relating to antitrust viola- 
tions and section 108, dealing with war or national emergency. We suggest 
that section 186 be amended to give a licensee the same procedural safeguards 
in case of suspension as of revocation. 

Section 186 (c): Where the Commission revokes a license under 186 (a), 
is it required to pay “just compensation” on retaking special nuclear material 
under 186 (c)? Similarly, where the Commission operates a facility under 
186 (ce) is any compensation required? In view of the fact that section 108 
expressly provides for compensation where special material is recaptured or the 
Commission operates a facility because of war or national emergency, and no 
such express provision is made in section 186, an inference arises that no 
‘compensation is provided. 

The final W itness is Mr. C | eh, vice pre ide { of the Walter Kidde 


Nuclear Laboratories, Inc. 


STATEMENT OF KARL COHEN, VICE PRESIDENT, WALTER KIDDE 
NUCLEAR LABORATORIES, INC. 


Mr. Conen. The person who was going to deliver the other half of 
my testimony has had to leave. I was wondering, because of the late- 
ness of the hour, whether you would desire to postpone this until 
Monday. We would be at your disposition Monday. 

Chairman Coir. Would you and Mr. Norton like to appear Monday 
morning ¢ 

Mr. Couen, I don’t know if Mr. Norton can. 

Chairman Cote. Why don’t we leave it that you can work it out 
with Mr. Hamilton any time it is convenient for you within the limits 
fixed for public hearings. 

Mr. Conen. I would like to oblige the committee. I know that I 
shall be available. I am not at all sure that we can get Mr. Norton 
any more, 

Chairman Cotz. You work it out with Mr. Norton and Mr. 
Hamilton. 

Mr. Conen. I can at least get his testimony so that I can deliver it. 

Chairman Core. I am very sorry, Mr. Cohen, unless you would be 
satisfied just with the submission of the statements of yourself and 
Mr. Norton. 

Mr. Conen. I would much prefer not to. 

Chairman Cote. And I am sure the committee would prefer to have 
you appear personally. We will work it out for you to appear later. 

Is Mr. Ruebhausen in the committee room? Is there a representa- 
tive of the National Farmers Union in the room ? 

Would you come forward, sir. Mr. Patton, I see the union sent 
down the boss. 


STATEMENT OF ANGUS MacDONALD, SPEAKING ON BEHALF OF 
JAMES G. PATTON, PRESIDENT, NATIONAL FARMERS UNION 


Mr. MacDonatp. I represent the boss, sir. 
_ Mr. Patton’s headquarters are in Denver, Colo., and he found it 
impossible to be here at this time. 
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My name is Angus MacDonald, assistant legislative representative 
of the National Farmers Union. 

If I may, Mr. Chairman, I would like first to have permission to file 
brief resolutions adopted at a meeting held in Washington this week 
by a group of organizations, including the National Farmers Union, 
in regard to the subject before this committee. This is a two-page 
statement. 

Chairman Corr. Yes, sir; go ahead. 

(The information referred to is as follows :) 


RESOLUTION ADOPTED BY THE ELECTRIC CONSUMERS WoORKSHOP, 
WASHINGTON, LD. C., May 11, 1954 


Whereas the atomic resources of America were developed by our Government 
at public expense now in excess of $12 billion and they are therefore the property 
of the people of the United States as fully as our great rivers and other public 
domain; and 

Whereas development of electric energy from atomic power is now approaching 
economic feasibility as a result of Government expenditures and research; and 

Whereas the original Atomic Energy Act called for the Atomic Energy Commis 
sion to report on the probable political, social, economic, and international 
importance of all potential commercial applications of atomic energy prior to 
changes in the basic legislation; and 

Whereas a broad revision of the act which conceals rather than proclaims 
its true purposes and is contrary to sound policy is now being considered by the 
Joint Committee on Atomic Energy without the receipt of any such report, and 
much too hastily for the public to have an understanding of the far-reaching and 
historic importance of the decisions involved ; and 

Whereas giveaways many times the magnitude of any others in our history 
may be involved, a patent monopoly created tools for the promotion of peace 
lost to the Nation and use of atomic power for production of electrical energy 
lost to the people: Now, therefore, be it 

Resolved, That this Electric Consumers Workshop is opposed to any basic 
changes in the domestic policy features of the Atomic Energy Act at the present 
session of Congress, or at any other time until there have been full reports as 
required in section 7 (b) of the act, and until there has been wide public 
discussion of the proposed changes and the fullest possible opportunity has been 
given citizens to be heard on such proposed changes ; be it further 

Resolved, That we consider atomic power a public resource of a nature parallel! 
to hydroelectric resources, to be developed for the public good just as rivers should 
be developed; and to be licensed only under regulations as to public benefit, 
recapture, control of rates, etc., in the same general manner as hydroelectric 
development; be it further 

Resolved, That the statement of principles of the Electric Consumers Infor- 
mation Committee are hereby amended as follows: 

Numbered paragraph 2 is amended to read: “All feasible potential power 
resources of the Nation, atomic, hydro, or other, must be developed as rapidly 
us they can be soundly undertaken. Public and cooperative agencies must build 
and operate atomic and fuel-burning generating plants, and integrate them 
with hydro, wherever they are feasible and essential to provision of abundant 
low-cost power supply.” 

The numbering of paragraphs 4, 5, and 6 is changed to numbers 5, 6, and 7, 
and a new paragraph 4 is inserted as follows: 

“4. Atomic power is a part of the public domain, developed and owned by the 
people of the United States. Electricity produced as a byproduct by the Atomic 
Energy Commission should be marketed as other publicly produced power. 
Atomic electric plants should be developed by Government power agencies where 
needed and economically feasible, and power marketed in accordance with the ; 
policies enunciated in this statement of principles. State, municipal, and other : 
governmental agencies and cooperatives should be permitted to develop atomic 
powerplants with the same preferences as provided in the case of hydroelectricity. 
No patents, licenses, or other device should be permitted to transfer the basic 
rights in atomic power or its applications away from the people of the Nation.” 
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Mr. MacDonavp. Mr. Chairman and members of the committee, I 
call attention to the following resolutions unanimously adopted at the 
biennial convention of the Farmers Educational and Cooperative 
Union at Denver, Colo., March 15-19, 1954. These resolutions indi- 
cate the interest of our organization in the development of atomic 
energy and are as follows: 


We favor the following principles: 


. 
Establishment by Congress of interregional wholesale power supply grids 
interconnecting Federal hydroelectric systems, Atomic Energy Commission 
nuclear powerplants, local public and cooperative generating facilities, and 


private electric systems, with adequate provision to protect the preference and 
withdrawal clauses. 

More active Federal development of atomic power by the Atomic Energy Com- 
mission in cooperation with the program of the proposed interregional grids. 
Atomic power so developed should be marketed as an element in the general 
power supply from the Federal grids under the general Federal responsibility set 
forth in this statement. 

Members of our organization are interested in the development of 
atomic weapons and peaceful uses of atomic energy for a number of 
reasons. First, they feel that the development of atomic weapons is 
necessary to the security of the Nation. Second, they feel that devel- 
opment for peaceful purposes is necessary to combat plant diseases and 
to produce superior varieties of P slants. 

Although research which involves tracer isotopes is probably in its 
infancy, I am informed that a variety of oats that is rust-free has been 
developed and that scientists feel th: at soon they will be able to develop 
rust-free wheat, using tracer isotopes as a tool in their research. 

Of more direct interest to the members of our organization is the 
use of atomic energy to create low-cost Federal power. I call the com- 
mittee’s attention to our P irticular interest in the production of phos- 
phate fertilizer. The National Farmers Union Service Corp., an 
affiliate of the National Farmers Union, has title to extensive phos- 
phate deposits in northeastern Utah. Sixty percent of all the phos- 
phate deposits in the United States are in this are a—I am referring 
to the general area rather than this very limited area in Utah in which 
we have an interest—yet only 8 percent of phosphate fertilizer comes 
from these deposits. 

We are advised by engineers that conversion of phosphate rock into 
phosphate fertilizer is economically unfeasible unless cheap power is 
available. Although we do not have technical and exact information 
on the relative costs of production of electricity by steam and by a 
breeder-reactor type of atomic powerplant, one witness has told this 
committee that his information is that the steam method is 200 times 
more expensive. 

As an organization representing many thousands of members of 
cooperatives, we particularly desire that preference be given to co- 
operatives and public bodies, both in regard to the production of spe- 
cial material and the distribution of electrical energy created by atomic 
power. Safeguarding the interest of the public in the public domain 
and in the development of public-power sites goes back almost to the 
beginning of our history as a nation. 

It was a principle which was adhered to in the distribution of our 
public lands and when electrical energy was produced by means of 
falling water, certain laws were passed beginning in 1906 which safe- 
guarded the right of the public to use electricity developed at public- 
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power sites. We suggest that the preference principle be incorporated 
in the Atomic Energy Act. 

Our attention has been called to certain amendments before the 
committee in regard to private manufacture, ownership, and operation 
of atomic reactors and related activities. We agree with the President 
of the United States when on February 17, 1954, he said: 

Until industriql participation in the utilization of atomic energy acquires a 
broader base, considerations of fairness require some mechanism to assure that 
the limited number of companies, which as Government contractors now have 
access to the program, cannot build a patent monopoly which would exclude 
others desiring to enter the field. 

We therefore suggest that if patents are authorized they be non- 
exclusive—that is available to the entire industry—and that the 
Atomic Energy Commission have authority to set reasonable royalty 
fees. 

In considering revisions to the Atomic Energy Act, we feel that cer- 

tain language in the act which protects our system of free competition 
be retained. We suggest that in section 1 (b) the words “strengthen- 
Ing free competition in private enterprise” be substituted for the words 
“foster our system of private enterprise.” Every effort should be 
made to insure that a monopoly pattern not be set by the allocation of 
reactor materials or contracts to build and operate atomic-power 
plants. 

The Congress has wisely preserved uranium for public use in con- 
nection with the atomic-energy program. As we understand it, the 
new bill would eliminate this reservation by putting on an equal 
basis exploit: ition of all minerals, including uranium. We suggest 
that uranium is a unique metal and that it would be premature to open 
up the public domain until the atomic-energy program is further de- 
veloped. Our experience with the private utility companies leads us 
to believe that there should be safeguards both in regard to mining of 
uranium and the development of atomic energy. We believe that the 
public should share in the benefits of low-cost atomic energy, particu- 
larly since American taxpayers have contributed about $12 billion 
for the development of the atomic-energy program. 

Representative Hinsuaw. Mr. MacDonald, I might add for your 
information, while it may be ultimately possible to provide atomic 
power at a materially lower cost than the present uses of hydroelec- 
tric power and the development of power through the consumption 
of so-called fossil fuels, that so far as anyone knows at present the 
cost of the use of atomic energy is materially in excess of the lowest- 
cost producer which is hydroelec tric power. 

We are struggling hard to get that cost below the cost of even the 
fossil fuel. When we do we will have reached the time when someone 
will say, “Hurrah, we have accomplished it.” But at the present time 
there is no immediate prospect of that. 

Mr. MacDonatp. May I call to your attention a statement, attrib- 
uted to Gordon Dean, former Chairman, that it would cost $10 million 
to produce electricity at an uneconomic 5 cents per kilowatt hour, a 
10,000-kilowatt plant, but a plant 25 times as large could be built for 
only 6 times the investment to produce electricity for perhaps 0.8 
per kilowatt-hour. 
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Now I am not an expert. I am sure you have better information 
than I on these matters. But that was partly the basis of my state- 
ment, that is, this statement by the former Chairman. 

Chairman Core. I realize that many of these “iffy” statements have 
been made by various members of the Commission and by various 
Members of the Congress. But the actual facts, when they are trans- 
lated into testimony, as to actual and prospective costs, do not indicate 
it right away. 

Mr. MacDonaxp. Yes, sir. 

Representative Hinsuaw. We hope for it and there is a probability 
sometime in the future we may be able to equal the lowest cost in 
power that there is now, namely hydroelectric. But that has not been 
developed yet into a full-scale plan. 

Mr. MacDonatp. I have been sitting here listening to the repre- 
sentative of General Electric. I was very much interested in his 
general remarks on this subject, that is, that we are on the threshold 
of a new era. 

Representative Htnsuaw. That is quite true. 

Mr. MacDonaxp. I do feel that the possibility of such cheap pro- 
duction should be taken into consideration. 

Representative HinsnHaw. That is quite true. We are on the 
threshold, but we have not crossed it yet. We hope to be able to 
cross it in the not too far distant future. 

This reactor-development program of the Commission, which has 
been set up over a 5-year period, indicates their thought as to the 
time it might take to cross that threshold. But the plant has not 
yet been built, not even a pilot plant has been built which will pro- 
duce or indicate the possibility of production of electric power from 
atomic energy at costs lower than those now incurred by power pro- 
duced from fossil fuel. 

It is a gem in the father’s eye, so to speak, and a hope in the mother’s 
breast ; but it has not been accomplished yet 

Chairman Core. That is a very appropri: jate note on which to close 
the hearing this afternoon, to meet again Monday morning at 10 
o’clock in order to hear the witnesses who have been scheduled to 
appear. 

The meeting is adjourned. 

( Thereupon at 5:05 p. m., Friday, May 14, 1954, the joint com- 
mittee recessed to reconvene Monday, May 17, 1954.) 
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S. 3323 AND H. R. 8862, TO AMEND THE 
ATOMIC ENERGY ACT OF 1946 


MONDAY, MAY 17, 1954 


Coneress OF THE UNITED STATES, 
Jornt CoMMITTEE ON ATomMiIc ENERe@y, 
Washington, D. C. 

The joint committee met at 10:10 a. m., pursuant to recess, in the 
caucus room, Old House Office Building, Hon. W. Sterling Cole, chair- 
man of the joint committee, presiding. 

Present: Representatives Cole (presiding), Patterson, Durham, 
Holifield, and Price. 

Professional staff member present: Walter A. Hamilton. 

Chairman Corr. The committee will come to order. We are met 
again for a continuance of the hearings on the companion bills relat- 
ing to the Atomic Energy Act. 

Our first witness this morning is Mr. Compton who represents the 
United States Chamber of Commerce. 

Good morning, Mr. Compton. Would you take a seat, please? 

I assume you have a statement for each of us. I hope you do. 

Mr. Compton. I do have, Mr. Chairman. I have assumed, in fact, 
it had been distributed. 

Chairman Cotr. That was a reasonable assumption on your part; I 
assure vou it should have been. 

Would you indicate for the record, Mr. Compton, who your asso- 
ciates are with you at the witness table? 

Mr. Compton. Richard Smith, Milton Smith, and Warren Nystrom, 
all members of the staff of the United States Chamber of Commerce. 

Chairman Core. You may proceed. 


STATEMENT OF WILSON M. COMPTON, ON BEHALF OF THE UNITED 
STATES CHAMBER OF COMMERCE, ACCOMPANIED BY RICHARD 
SMITH, MILTON SMITH, AND WARREN NYSTROM 


Mr. Compton. My name is Wilson M. Compton. I am the Presi- 
dent of the Council for Financial Aid to Education, Inc., located at 
6 East 45th Street, New York City. Formerly I was the president 
of the State College of Washington. I was a delegate of the United 
States to the Fourth General Assembly of the United Nations and 
subsequently was, for a time, Administrator of the United States In- 
ternational Information Administration. 

I appear as a layman on behalf of the Chamber of Commerce of 
the United States, a federation of 3,100 business organizations with 
an underlying membership of more than 1,600,000. 
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During 4 of the last 6 years, I have been, and I am now, a member 
of the chamber’s committee on policy. 

The national chamber endorses the objectives of H. R. 8862, intro- 
duced by Chairman Cole, and S. 3323, the companion bill introduced 
by Vice Chairman Hickenlooper. Delegates to its annual meeting in 
1953 endorsed amendments to the Atomic Eneregy Act of 1946 to 
permit and encourage the participation of industry, using private 
funds, in the de velopment of atomic energy in peacetime uses. That 
policy was reflected in a July 6, 1953, letter to your committee which 
state “dl: 

The national chamber is optimistic about the future applications of atomic 
power to industrial and consumer use, and believes that a continuation and 
expansion of cooperation between the Government and private industry will 
hasten the realization of this objective. 

The pressure of a world war brought about the rapid development of the 
atomic bomb, and the pressures for world peace dictate the need for harnessing, 
at the earliest possible date, this great source of power for the good of mankind. 
This is a responsibility which the national chamber believes private American 
enterprise can meet under the guidance of your committee and the Atomic 
Energy Commission. 

We stand on the threshold of a new industry. We do not know, 
and no one knows, the direction it may take or the thousands of special 
applications which may be made of atomic energy in agriculture, 
medicine, and commerce. 

Future atomic power development for peacetime uses should be 
promoted by and entrusted to competitive private enterprise. This 
legislation is a step in that direction and should open the way for the 
establishment gradually of an atomic energy industry. As Federal 
monopoly in atomic energy is relaxed, the science of atomic power may 
be expected to advance under the encouragement of private initiative 
and competition. 

The chamber also is on record in support of military assistance to 
our allies. It believes that the provisions of H. R. 8862 and S. 3823 
that would pérmit the transfer of certain restricted data to our allies, 
under proper safeguards, are consistent with this policy. 

The chamber supports the proposal to permit normal patent rights 
in the peaceful applications of atomic energy. We recognize the need 
for patent provisions that would protect the public interest in tech- 
nology developed at taxpayers’ expense. At the same time, industry 
has every reason to expect appropriate patent rights to inventions 
which are the product of privately financed endeavors. 

Representative Horirrecp. Mr. Chairman, I am going to have to 
leave the committee this morning for a Hoover Commission meeting, 
and I wonder if it would be all right to question on some of these 
points as we go along. I am going to have to leave in about 30 
minutes. 

Chairman Core. I am sure it will be agreeable to Mr. Compton to 
do so under the circumstances. 

Mr. Compton. Certainly. As you like, Mr. Chairman. 

Representative Horirrexp. I would like for you to explain exactly 
what you mean by this particular paragraph you have just read here. 
It seems like to me you are on all sides of the question. 

Chairman Coie. The paragraph beginning “The chamber supports 
the proposal”? 
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Representative Horrrrecp. That is right; the one he just finished 
reading. 

Mr. Compron (reading) 

To permit normal patent rights in the peaceful applications of atomic energy. 

Representative Houirretp. Now you say: 


We recognize the need for patent provisions that would protect the public 
interest in technology developed at taxpayers’ expense. 

Mr. Compton. Yes. 

Representative HortrreLp. You support normal patent rights in the 
first sentence, and then you recognize the public interest in the second 
sentence, and then in the third sentence you, of course, make a state- 
ment which all of us can agree to: 

At the same time, industry has every reason to expect appropriate patent 
rights to inventions which are the product of privately financed activities. 

Why do you have that second sentencce in your paragraph there? 
And how would you go about obtaining that protection of the public 
interest if you grant normal patent rights in the first sentence and 
you grant, I suppose, the same normal patent rights in the last 
sentence ? 

Mr. Comrron. I would assume that you would, as I would, take 
those two sentences together—that normal patent rights be regarded 
as a proper objective of the undertaking, to be reached as far as 
and as soon as consistent with the second sentence, which is, “the pro- 
tection of the public interest in technology developed at taxpayers’ 
expense. 

Representative Hotirrerp. That is exactly what I want you to 
explain. You envisage two different situations there. You envisage, 
apparently, a period of time in which the public interest in develop- 
ment of technology shall be protected, and then you recognize the 
goal of allowing normal patent rights to obtain. 

We are in the period now of having to write legislation to guard 
the public interest in technology whic h has been obtained at Govern- 
ment expense, and continues to be obtained, and will continue to be 
obtained for the next 5 years on these reactors which are contemplated. 

Mr. Compton. Mr. Congressman, I am a self-confessed layman, 
and I will not undertake to tell you in detail how your committee 
may write a prescription of that kind. 

Representative Horirreip. But you do recognize—— 

Mr. Compton. There is elsewhere in this, a statement on a position 
taken by the chamber of commerce that the products, insofar as they 
are made available to the public for private peacetime development, 
should be made available without discrimination to all qualified 
applicants. 

Representative Horirtexp. I have read your statement and I believe 
that pertains to special materials which are to be granted. 

Mr. Compton. Yes. 

Representative Horirrmetp. And it also pertains to all the tech- 
nology which the Government has developed ? 

Mr. Comrron. The chamber of commerce stands for the principle 
of nondiscriminatory availability to qualified applicants, and the same, 
I think, applies 

Representative Horrrretp. All technology that has been or will be 
obtained at taxpayers’ expense ? 
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Mr. Compron. If it is made available to the public; yes. 

Representative Houirretp. That is what I mean, that that informa- 
tion shall be made available. 

Mr. Compton. If it is made available to the publice—— 

Representative Horirretp. That includes patentable processes. Do 
you believe that should also be made available to the public on a non 
discriminatory basis ? 

Mr. Compron. If it is determined by the appropriate authorities, 
which presumably would be the Atomic Energy Commission in con- 
sultation with this joint committee—if it is so determined that it is 
appropriate and consistent with the protection of the security of the 
United States that that be made available. 

Representative Horirietp. We are writing the legislation now to 
define what is approprite, and that is why I am directing my questions 
to you. Asa witness before the committee, I am seeking to find out 
what your opinion is as to how we should go about to accomplish this 
appropriate protection of the public interest by patent provisions, 

I notice in another part of your statement that you are against 
compulsory licensing. Now you say you are in favor of making all 
known technology available to all comers. Now how can you protect 
the public against one of these comers who hapnens to be in an advan- 
es position, filing a patent on some of this information before 
the others have access to it, unless you do write in some compulsory 
patent protection, a section in the act? 

Mr. Compton. Mr. Chairman, I think Congressman Holifield’s ques- 
tions could be much more fruitfully answered by a patent technician. 

(; hairman COLE. Do you have one at your elbow here, one of these 
gentlemen who is expert in it? 

Mr. Compron. Do any of you fellows qualify as patent technicians ‘ 

I think I may safely say we would be glad to pick the wits of the 
patent technicians available to us and submit to the Congressman a 
suggestion. 

Re presentative Horirreip. I am perfectly agreeable to have any of 
your companions here answer these questions that I am asking. I am 
asking for information and not to embarass you, sir. 

Mr. Compron. I understand. 

Mr. Mirron Smiru. I am Milton Smith, associate general counsel 
of the Chamber of Commerce of the United States. 

I do not profess, Mr. Holifield, to be a patent technician. I might 
say, however, that it was the intention of the general statement with 
regard to chamber support of the proposal to permit normal patent 
rights in the peaceful applications of atomic energy, to indorse the 
gener: al approach taken by chapter 14 of the propose d bill, recognizing 
that the problem of providing some area for private patent rights in 
this complex field is something that is going to require experience 
in its development and application. We did feel that the ree ognition 
in the proposed changes in the law that there is some area within 
which private patent rights might be allowed in relation to atomic 
energy developments was good, and we were very much encouraged 
with the ap proach taken by this bill. 

Representative Horrrieip. I suppose you subscribe to the second 
sentence in this paragraph that has been read—‘We recognize the 
need for patent provisions that would protect the public interest in 
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technology developed at taxpayers’ expense.” That either means 
something or it does not mean something. What does it mean to you ‘ 

Mr. Mivron Sairu. I think that means that when you are in a field 
such as atomic energy development, atomic weapons development, you 
have a situation where much of the work has already been done and 
certainly is going to continue to be done by the Federal Government. 
While in many of our fields of research and development it is generally 
considered that it is in approp! iate for the Government to own and 
hold patent property, with some limitations, we were endeavoring to 
express there a principle of recognizing that in the atomic energy field 
you had to recognize that there was a very special situation, wherein 
the Government is certainly going to have to be accorded very broad 
patent rights. 

Mr. Compron. Mr. Chairman and Mr. Congressman, I can throw 
at least this light on it: There is nothing in this statement that is in- 
tended to limit the right or the opportunity for the United States 
Government through appropriate agencies to patent its own inventions 
that have been developed at the taxpayers’ expense. I presume that 
the administrative agencies will be set up in such a manner as to pro 
vide competence to determine what is done at taxpayers’ expense. I 
should think that it would be fair to assume that nobody then would 
be given the opportunity, would have the nppeninaty to patent for 
private possession and invention anything that owed its origin to 
Government oper: ation. 

Representative Horirretp. Then you would be in favor of patent 
compensation or award boards such as we had in the old act, where 
they could evaluate the patentable processes or inventions and cor 
rectly evaluate their worth to the public and to the Government, and 
either make awards or reasonable royalty fees to people who had by 
having access to Government technology brought in some of their 
own thought along with the Governme . technology which they had 
access to. You recognize there might be a situation there where a 
patent could be bought by the Government, as it has bought during 
the last few years some patents, and then made available to everybody 
on a nondiscriminatory basis? 

Mr. Compton. I think that would clearly continue—that the Gov- 
ernment in a field of this kind must be in a position to acquire patents 
regardless, for that matter, of whether they are developed by Govern 
ment endeavors or otherwise developed. 

Representative Hotirietp. There are two areas here. There is one 
area to obtain patent ments to the use of military weapons and another 
area for peacetime uses. The President sugge sted in his February 17 
message that there be an interim period of 5 years in which patents 
based on this Government produced technology should be granted, 
but that they should be granted on a compulsory licensing basis. In 
other words, the nonexclusive part of an ordinary patent would be 
suspended, and while a person would be allowed to get a patent and 
get area sonable fee set by the pate nt board, yet at the same time they 
could not exclude others from using that patent. That was the Presi- 
dent’s suggestion. 

Now I suppose : you would be in favor of that? 

Mr. Comrron. We have certainly no objection to that. It sounds 
very sensible. 

48184—54——-24 














364 AMEND ATOMIC ENERGY ACT OF 1946 


Chairman Core. If I may interrupt? 

Representative Hortrretp. Yes. 

Chairman Coxe. I have not read your statement. Mr. Holifield 
apparently did. But earlier in his discussion with you he said, and 
I quote in substance, “I see that you are opposed to the compulsory 
cross licensing concept.” 

Representative Horirreip. That is right. 

Chairman Coir. Now you are saying you agree with it. I want to 
be sure what we are saying. 

Mr. Compton. We are agreeing in principle that the patents, no 
matter how they are developed, should be made available on an equi- 
table compensatory basis. 

Representative Hotirreip. But you would be against anyone pat- 
enting something and exercising his normal right of exclusion of 
others, particularly if that had been based on technology developed 
at Government expense ? 

Mr. Compron. And T would assume the Government itself was in 
a position to nrevent that. 

Representative Hortrreitp. They would not be under this bill, sir. 
Under the bill that you are testifying on, the Government will not 
have the right to obtain patents on peacetime uses. They will if the 
patent is for military use, but they will not for peacetime use. 

Chairman Core. What do you mean when you say “obtain”? They 
can buy the patent. 

Representative Horirrerp. The Government, I suppose, can buy 
anything by condemnation, but the right of acquisition will not be 
written into this bill as it was written into the old bill, the McMahon 
Act. 

Chairman Core. I do not want Mr. Holifield’s interpretation of the 
bill to be left on the record, because provision is in the bill for the 
Commission to acquire patent rights. 

Representative Hottrreip. Point it out to me, please. 

Mr. Mivron Smirn. Section 153. 

Chairman Corr. Back there where the Commission has the right 
to acquire any property. 

Representative Horrrreip. That is condemnation. 

Chairman Corr. Acquisition of any kind by purchase. What sec- 
tion did you say it was ? 

Mr. Miron Smiru. Section 153 of S. 3323, which I have in front 
me. 

Representative Hortrreip. Let me read it to you. 

The Commission is authorized to purchase, or to take, requisition, or condemn, 
and make just compensation for (1) any invention or discovery which is useful 
in the utilization of special material or atomic energy in an atomic weapon. 

Chairman Corr. That is not the section I was referring to. 

Representative Hortrreip. Let us see the section you were referring 
to. 

Chairman Corr. Is it worth while to take the time to find it? It is 
in there. 

Mr. Haminron. Section 171, chapter 16, is “Compensation for Pri- 
vate Property Acquired.” 

Chairman Corr. What section ? 

Mr. Hamiiron. Section 171, page 34. 
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Mr. Mitron Suirn. That is just the compensation provision. 

Mr. Hamitron. There is another section. 

Mr. Mitton Smirn. Section 52? 

Representative Hoxirrip. Section 171 says, “The United States 
shall make just compensation for any property or interests therein 
taken or requisitioned pursuant to sections 52 and 153.” 

Taking in section 153, which I have just read, with section 171, it is 
a qualific: ation upon the type of property which can be acquired, and 
therefore it becomes a limitation upon the acquiring of patents for 
peacetime uses. And taken with the deletion from the McMahon 
Act. The court would have to take judicial notice of the deletion from 
the original act of the right to obtain and acquire patent .or peacetime 
uses along with the modifications of 171 by section 153. 

Mr. Mitton Situ. Mr. Holifield, section 152 on the use of inven- 
tions for research very materially circumscribes the area within 
which any private patents may be granted in the atomic-energy field. 

Representative Hoxitrretp. That is research and development. 

Mr. Minton Smiru. Yes. 

Representative Hontrretp. That is not application, and it also has 
a modification by section 31. 

Mr. Mirtron Sairn. It would seem that any very significant new 
invention or development under the broad language of section 153 
could be found to have some relation to utilization in an atomic 
weapon. 

Again, I do not claim to be an expert in this field, but that is a very 
broad section—the only area, with this limitation of section of 152 on 
the use of inventions for research, and the limited area within which 
the patent may be granted, and this continuing authority for the ac- 
quisition of patents—— 

Chairman Core. If I may interrupt, please, because I have finally 
found it. It is section 161, subparagraph (e), granting general au- 
thority to the Commission to “acquire such materials, property, equip- 
ment, and facilities; establish or construct such buildings and facil- 
ities; and modify suc ‘h buildings and facilities from time to time as it 
may deem necessary. 

Now, that unquestionably is a grant of authority to the Commission 
to acquire a patent. 

Representative Hortrretp. I do not wish to burden the point any 
further, and this is a matter that can be—if it is the chairman’s inten- 
tion to grant the Government the right to acquire patents for peace- 
time use, I am sure that the staff will be able to take out the conflicting 
language and write that in. So I will not labor the point at this time. 

Chairman Corr. I want to say, there is no conflict. If there is, it 
was not intended. It was intended, of course, the Commission should 
have the right to acquire a patent. 

Representative Horirretp. For peacetime use? 

Chairman Cox. For peacetime use. 

Representative Hortrrerp. Then what would the Commission do 
with that patent if it acquired it for peacetime use ? 

Chairman Corr. The same as it does for any other patent the Gov- 
ernment owns—make it available to public use without charge for any- 
body who wants to use it. 

Representative Houtrtetp. That is very satisfactory. I am glad to 
hear the chairman take that position. 
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Chairman Core. I can assure my friend it is not a change of position. 

Mr. Compron. May I proceed, Mr. Chairman ¢ 

Chairman Corr. I think so, unless Mr, Holifield has more questions. 

Representative Honirrevp. That is all right. 

Chairman Coir. Yes; go ahead. 

Mr. Compron. The proposed relaxation of present patent restric- 
tions and the freer use of so-called special material will, in our judg 
ment, spur private industry to increase its efforts in the development 
of power reactor technology and toward the economical product ion of 
electric energy. 

My comments, in detail, are confined to those sections dealing, first, 
with the domestic applications for peaceful uses and, second, with 
the international aspects of both military and peacetime objectives. 





DOMESTIC APPLICATIONS 


We commend and strongly support the evident intent of these bills 
to encourage the establishment, through private enterprise and pri 
vate investment, of a competitive atomic-energy industry. 


LICENSING FOR INDUSTRIAL USI 


The issuance of licenses by the Commission, under the provisions 
of sections 101, 102, and 103, should be on a nonexclusive basis to those 
private RAS or groups which meet the three qualifications out- 
lined in section 103. ‘These qualifications recognize and protect the 
pub oy interest in atomic developments made at ‘public expense. The 
right to participate in atomic developments stemming from this initial 
public investment, including the use of atomic fuels or other special 
material for the production of electric power, should be extended to 
qualified licensees without preference or discrimination among 


applicants. 
I referred to that a moment ago as another protection—to qualified 
applicants without discrimination. 


Representative Honirietp. Now assume there are 50 qualified ap 
plicants and there can only be 10 reactor licenses granted, and the 
other 40 would be exe laced because of the lack of source materials to 
use in these reactors, or for other reasons. Would you be in favor of 
those 10 that were aan licenses having access to all the technology of 
the Government with the right to patent for their own private use 
patents to the exclusion of the other 40 duri ing the course of time they 
were building a reactor and operating it ? 

Mr. Compron. I am not aware of any conditions under which the 
Chamber of Commerce of the United States would favor exclusive 
rights to anyone. 

Re ‘prese ‘ntative Hontrretp. In other words, we realize we are going 
into an interim period of development in this new industry, and there 
can only be a limited number of licenses, 

Mr. Compton. I would think, Mr. Congressman, in addition to the 
adjudication of a situation of that sort, requiring the wisdom of 
Solomon, it could be covered by what are the qualified licensees. That 
phrase itself needs some adjudication. That would, I assume, unde 
the framework of this proposed law be essentially up to the Atomi: 
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Energy Commission to determine the qualifications that would be 
required. 

I confress, as a layman, I should think there would be some very 
difficult decisions that would have to be made. 

Representative Hotirtetp. We had nine applicants for the West- 
inghouse reactor job. We had nine qualified applicants to get the 
contract for building the Westinghouse reactor, so-called.- This was 
settled on what you might call a bid basis. The Duquesne people 
made the best bid, they offered the Government the best cooperative 
program. And of course the Westinghouse reactor is going to be built 
with Government funds. Therefore, the other 8 applicants are pro- 
tected on any technology which will be developed in the Westinghouse 
reactor, the 8 unsuccessful bidders and all the rest of American in 
dustry. 

But now let us assume that a private industry was building this 
reactor with their own funds. Private industry is building this but 
they are building it with Government funds. Let us assume they are 
building it with their own funds, they were the successful bidder and 
they were given the contract to build this reactor with their own 
funds. The unsuccessful but qualified bidders are excluded there- 
from. Now during the period of the building of the reactor with their 
own funds they have access to all of the technology which has been 
bought and paid for by the taxpayers. They also have access to a 
continuing consultation with the Government laboratories and Gov 
ernment physicists in the building of this reactor, and Government 
engineers. But suddenly through a combination of their own inven 
tiveness and ingenuity and in cooperation with the Government in 
formation, they see a patentable feature which might sharply control 
in the future the efficiency of reactors. Do you or do you not believe 
that they should have a normal exclusive patent on that type of 
patent under those circumstances ¢ 

Mr. Compron. If I have followed all of the stipulations of your 
enumerations of suppositions, I would say “Yes” in principle if it is 
entirely a result of their work. 

Representative Horirrmcp. ‘They have made the investment for the 
total cost of the reactor, but they have access to the Government engi- 
neers and scentific laboratories, and to all of the information that 
has been accrued to date by taxpayers’ funds. Now the question is, 
should they have a normal patent or should they have a patent which 
would allow unsuccessful bidders also access to the use of that pat- 
ent? Should they have the right to exclude anyone else from the 
use of that patent? 

Mr. Compron. I am not sure, Mr. Congressman, that I detect in 
that state of facts anything different from the normal course of the 
patent policy in the United States. I am assuming it is peacetime 
uses. I am assuming it does not have a bearing upon military uses 
or the security of the country. I am assuming, further, that the 
Atomic Energy Commission has the complete authority under any 
and all circumstances to acquire possession of anybody’s patent if 
it is necessary to meet the terms of policy that are laid down. If that 
is true, I should say that a normal patent was indicated. 

Representative Horrrtety, If your last assumption was not ‘true, 
that this bill does not provide for the Atomic Energy Commission 
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obtaining private patent rights during the process of this construc- 
tion, would you still say that the builder of the reactor should have 
normal patent privileges ? 

Mr. Comprron. To the extent that there was—if the United States 
Government lacked that authority to protect itself from these other 
standpoints, I would say, of course, to that extent it would modify 
exactly what I have said. I am talking about a principle under a 
certain set of circumstances. To the extent to which those circum- 
stances do not exist, the conclusions do not exist. 

Representative Honirrencp. And if that principle of protection of 
the Government’s technology and the public is not written in the bill, 
you would be in favor of writing it in? 

Mr. Compton. May I jump over 2 pages here and read 1 paragraph ? 

Chairman Corr. Before you do that, before you leave this, ref- 
erence has been made to the Westinghouse contract with the Govern- 
ment. I assume Mr. Holifield is referring to the Westinghouse- 
Duquesne license-power proposition ¢ 

Representative Hortirmexp. That is right. 

Chairman Core. The Chair understands that all patents or all 
new ideas that emanate from that Westinghouse-Duquesne combina- 
tion are to become public property the same as though the discovery 
had occurred in a Government laboratory. So the illustration you 
used does not fully support the point you have in mind. 

Representative Horirretp. That may be the chairman’s opinion, but 
let me go back to my testimony, without having the reporter read it. 

I said that under the Westinghouse contract the Government did 
pay for the reactor, and the Government did have access to all pat- 
ents and technologies and, therefore, could pass that on to the public 
in general. Then I went ahead and said, if the Westinghouse people, 
or any other private industry—I did not name the Westinghouse 
people—but if they were putting up all of the money for the reactor, 
it was then on that assumption that I asked the question of the gen- 
tleman as to whether he thought that would change the case to the 
point where the Government would not have the right to have a con- 
trol of the peacetime patents, or whether all those peacetime patents 
should be granted to the private industry people that were developed 
during the course of their construction. 

Chairman Corr. What was his reply? 

Representative Hoxirre.p. His reply was that he thought the act 
might contain that protection. And I asked him further, if the act 
did not contain it, if he would be willing to have that protection 
written into the act. And then the gentleman asked if he could read 
some of his testimony several pages ahead. He did not answer the 
question. 

Chairman Corr. And then the Chair interrupted. All right, go 
ahead and read it. 

Mr. Compton. Let me read this. It is from page 5, which Con- 
gressman Holifield indicates he has read. 


PATENTS AND INVENTIONS 
We commend the proposal to eliminate provisions in present law 


under which compulsory licensing of patents, inventions, and discov- 
eries may be required. Compulsory licensing is inconsistent with an 
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inventor's proprietary rights in the results of his enterprise. We are 
not aware of any public interest justification for compulsory licensing 
of atomic-energy inventions, particularly in view of: (1) The nar- 
rowly ci ircumscribed area in which patents may be issued or rights 
conferred; and (2) the continuing broad authority to the Commis- 
sion to acquire any invention or discovery which is useful in the uti- 
lization of special material or atomic energy in atomic weapons. 

Now, Mr. Congressman, your question presupposes that the second 
of those assumptions is not applicable. 

Representative Ho.irirenp. My interpretation of that second as 
sumption—if I am not mistaken, you read it as though there was a 
comma after “special material.” I read it as though it is “in the 
utilization of special material or atomic energy in atomic weapons 
p-e-r-i-o-d, which, therefore, puts a limitation on the peacetime use. 
Do you get the difference? 

Mr. Compron. There are many things in which I am not an ex- 
pert. I am not an expert on the location of commas. But I would 
think that your interpretations, assuming that a comma was in 
there 

Representative Hoitrmeip. It would make a great difference. 

Mr. Compron. “Is useful in the utilization of special material.” 
Well, the special material is reserved entirely, is it not, under this bill 
Is not that the intent of this language—the control of special material 
entirely by the Government ¢ 

Re »presentative Houirievp. That is right. It is reserved in Govern- 
ment ownership, but the key words in that provision, sir, are “in 
atomic weapons”—the use of special material in atomic weapons. 

Mr. Compron. As far as my testimony is concerned, | would be 
glad to insert a comma at that point. 

Representative Houirietp, No, I am not asking that. Please let 
me make myself clear. 

Mr. Compron. We are not asking for special material. You are 
segregating special material for special treatment. That is what the 
bill does. 

Represent: ative Horirietp. You are referring there to the authority 
of the Commission to acquire any invention or discovery which is use- 
ful in the utilization of special material or atomic energy in atomic 
weapons. That is what you are referring to. That is the way the 
bill reads. 

Mr. Compton. Yes. 

Representative Hoxitrierp. And you are right in your reference to 
it in that sense. Therefore. by exclusion it provides that there is 
no right for the acquisition in peacetime for peacetime uses. This is 
what we were discussing a few minutes ago. 

But as long as you have brought this section in, you say “that 
compulsory licensing is inconsistent with an inventor’s proprietary 
rights in the results of his enterprise.” 

I agree with you on that. But if it is not a result of his enterprise, 
it is a result of a combination of his enterprise and the Government’s, 
then I say the public interest is involved as well as the inventor’s 
proprietary righits, that the Government has a proprietary right. 
And I believe you said a few minutes ago if that be so, you had no 
objection to the Government protecting its rights. 
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Mr. Compron. We are certainly recognizing the existence of a Gov 
ernment interest with respect to whatever it is that has been developed 
by the endeavors of the United States Government and by the expendi 
ture of public funds. 

Representative Hotirrenp. You give as one of your instances there, 
your first instance, for a provision justifying the elimination of com 
pulsory licensing—“the narrowly circumscribed area in which patents 
may be issued or rights conferred.” And it seems to me, because it 1s 
a narrowly circumscribed area in which patent could be issued or 
rights conferred, that the Government should be all the more vigilant 
to protect itself against exploitation. 

Mr. Compron. Well, I hope it will be. 

Representative Honirerp. All right; thank you. 

Mr. Compron. Ownership of special material. 

Chapter 6 of this legislation, relating to special material, providing 
for Government ownership of all materials usable in fusion processes 
as well as in fission processes, as defined in chapter 2, is more restric 
tive than President Eisenhower’s recommendation in his message of 
February 17, which asked for relaxation of present restrictions against 
private ownership of such material. 

Continued exclusive Federal ownership of special material would 
appear to be arranged in the interests of security only to the extent 
necessary to protect vital military secrets. We recommend that 
licensing by the Commission be continued only as long as, and to the 
extent that, such security regulations are necessary; and, as soon as 
such special material is in adequate supply and to the extent that 
considerations of national safety and security will permit, appropriate 
consideration be given to opportunity for private ownership of such 
material. 

SOURCE MATERIAL 


The chamber approves the changes in the present law which are 
proposed in chapter 7, dealing with source material. We recommend 
the changes in section 67 which would omit the former requirements 
that public lands of the United States containing source material be 
reserved for the use of the United States and that patents on such 
lands contain a reservation of source material to the Government. 

These wholesome changes will encourage the search for and pro 
duction of source material by private enterprise. 


BYPRODUCT ENERGY 


The production of electric power from nuclear fission should be 
financed, developed, and operated by private industry. The Federal 
Government should not enter directly into commercial exploitation of 
the use of atomic energy, and should engage in the production of elec- 
tric energy only as a byproduct of the production of special material 
at federally owned facilities, 

Such byproduct energy, as defined in section 104 of the bill, should 
either be used by the Commission or disposed of on a nonexclusive 
basis to applicant utilities. The right to purchase electric energy in 
excess of the needs of the Commission should be extended to applicants 
without preference or discrimination. 
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The meaning of the words “at reasonable and nondiscriminatory 
prices” in section 104 should be clarified to provide that the sale price 
of byproduct energy reflects all costs of producing such power, in- 
cluding interest and other capital charges applicable to the power 
producing facilities. 

Believing that the cost of producing elect ot from atomic energy, 
either as a byproduct of other functions or as a primary purpose, will 
decrease as the technology of atomic power is improved, and in order 
to protect the consuming public during periods of cost and price ad- 
justment, we recommend that section 104 be amended to provide for 
rate determinations by authorized regulatory commissions. The rates 
for byproduct energy sold into interstate commerce would then be 
subject to review and approval by the Federal Power Commission, and 
the rates for byproduct energy sold into intrastate commerce would 
be subject to review and approval by the appropriate State utility 
commission. 

I have already read the paragraph on patents and inventions. 


PROPERTY OF THE COMMISSION 


The Commission should, in our opinion, continue to provide pay- 
ment to State and local governments in lieu of taxes on Federal prop 
erty. Section 132, dealing with financial assistance to States, should 
define clearly the extent to which the Commission is authorized to 
make such payments. The Commission now makes its own deter- 
minations as to the amounts, times, and terms of such payments. 

Payments by the Commission in lieu of taxes should be based on 
criteria outlined in the present law, with the further provision that 
consideration be given to the extent to which Government-owned 
power facilities may be in competition with the taxable private power 
industry. Payments by the Commission should be comparable to 
taxes paid on like operations by private enterprise. 


INTERNATIONAL ASPECTS 


The Chamber of Commerce concurs in the obje ctives s stated in the 
international sections of the proposed Atomic Energy Act of 1954. 
We agree with the President and with the joint committee that the 
near-absolute ban on the exchange of dicenihe information contained 
in the present act is no longer applicable under present conditions. 


POOLING OF KNOWLEDGE AND MATERIALS FOR PEACEFUL USES 


The delegates to our 42d annual meeting on April 28, 1954, unani- 
mously adopted a statement of policy commending the President’s 
proposal for an international pool of atomic knowledge and mate- 
rials to be utilized for the peaceful progress of mankind . We realize 
the formidable obstacles in the path of such an undertaking and that 
section 144 (a), providing for a limited bilateral or regional process 
restricted to nations not threatening our national security, is as far 
as our country may now go. Nevertheless, we believe that the initia- 
tive of the President in his December 8, 1953, address at the United 
Nations should be fortified. We believe, therefore, that section 1 
of this bill might well be amended to declare this to be a policy 
of the United States. 
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GRANTING OF ATOMIC DEFENSE INFORMATION TO OUR ALLIES 


The chamber supports the system of individual and regional mutual 
defense treaties by which our country is building a system of collective 
security. To us it seems logical that certain atomic information, under 
adequate safeguards, be made available to our allies. We support, 
therefore, section 144 (b) of this act, providing for the exchange of 
information necessary for the development of defense plans; or the 
training of personnel in the employment of and defense against atomic 
weapons; and for the evaluation of enemy capacity in the employment 
of atomic weapons. 

While, by the terms of this bill, such information may be com- 
municated only to countries with whom we now have or in the future 
will have formal treaties of mutual defense, or to countries with whom 
in the future we may have agreements ratified by Congress, this 
limitation appears to leave no discretion in the event of future emer- 
gency involvement in areas in which we do not have formal mutual 
defense arrangements. Might it be wise for your committee to con 
sider provision of some method for permitting emergency use of such 
information by our allies in the absence of formal treaties or agree- 
ments ? 

Representative Parrerson. Mr. Chairman? 

Chairman Corr. Mr. Patterson. 

Representative Patrrerson. Could you just tell me briefly what you 
mean by permitting emergency use of such information by our allies? 

Mr. Compton. In some such circumstances, if I may draw on an 
illustration, as might conceivably apply in Indochina, where under 
conceivable circumstances there might be advantage in having a wider 
freedom of action with respect to this kind of subject matter than 
would be implied were the present strict terms observed, for example— 
[ think I am correct in this—that our agreements with France, for 
example, covering this subject matter are limited, are so limited geo 
graphically that they would not include southeast Asia. 

Frankly, it is a speculation; it is a possibility. It appears to be not 
covered or not contemplated in the billas drawn. That is all we mean 
to do—call attention to it and raise a question. 

Representative Parrerson. That is all. 

Chairman Corr. Mr. Compton, the information authorized to be 
exchanged with allies under a mutual defense pact does not require 
a defense pact to cover the information exchanged. No treaty is 
necessary. A time-consuming process is not involved. All that is 
required is that an agreement be made between our country and the 
country with which we want to exchange information, which is re- 
ferred to in this bill as an agreement for cooperation. That agree- 
ment is made by our Defense Department with France, we will say, 
to give them information regarding military uses of atomic energy 
in Indochina. After the steps set forth in section 123 of the bill are 
complied with, which may be completed as quickly as 10 days, the 
information can be exchanged. 

Mr. Comrron. I am not sure, Mr. Chairman, that that construc- 
tion of the language of the bill has been as clear as your statement, and 
I wonder whether it might be worth while to have the language ex- 
plored with view to clarifying the point that you have just made. 

Chairman Corz. We will explore it. 
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GRANTING OF INFORMATION AND MATERIALS FOR PEACEFUL USES 
TO OTHER NATIONS 


Mr. Compron. The chamber supports the objectives of section 144 
(a) for the sharing with friendly nations, under adequate safeguards, 
of our knowledge and materials concerning industrial, health and 
other applications of atomic energy for peaceful purposes. We be 
lieve this wise by reason of our continuing responsibility of world 
leadership and by reason of the importance to us of continued eco 
nomic development in the free world. The chamber has long recog- 
nized that our country can no more sur ive In e onomic isolation than 
it can survive in political isolation. The economic strength of our 
friends abroad is as important to us as their military strength. To 
the degree that atomic energy may contribute to that strength, our 
Nation should make every effort, consistent with its security, to pro- 


mote its peaceful uses abroad. 
EFFECTIVE INTERNATIONAL CONTROL O LTOMI¢ ENERGY 


The chamber since 1948 has supported the goal of effective interna- 
tional control of atomic energy. Its members have now reaflirmed 
their support of this objective. We suggest that, at an appropriate 
place in this proposed legislation, the achieven ent of this goal be 
declared to be a policy of the United States. 


CONCLUSION 


The chamber wishes to commend the authors of the Atomic Energy 
Act of 1954 for drafting legislation which may make possible the 
establishment of a domestic atomic energy industry; the advancement 
of our atomic defenses, and American cooperation in the peaceful 
uses of atomic energy abroad. The Chamber of Commerce of the 
United States expresses the earnest hope that such legislation be 
enacted into law at this session of the Congress. 

Chairman Corr. Thank you, Mr. Compton. 

Are there questions of the members of the committee ‘ 

If not, let me again thank you for your statement in behalf of the 
chamber of commerce, Mr. Compton and your associates. If you care 
to submit an additional statement, please feel free to do so. 

(The additional statement referred to follows:) 

(CHAMBER OF COMMERCE OF THE UNITED STATES, 
Washington 6, D. C., May 19, 1954 
Hon. W. STerRLine Coe, 
Chairman, Joint Committee on Atomic Energy, 
House of Re presentatives, Washington 25, D. C. 

DEAR Mr. Cote: During the testimony of Dr. Wilson M. Compton for the 
national chamber before your committee on May 17, you were discussing with 
him his testimony with reference to the granting of atomic defense information 
to our allies in absence of formal treaties and agreements 

It occurs to me that it might be helpful if we would supplement some of the 
statements made at that time. 

H. R. 8862, as presently worded, seems clearly to specifically restrict the 
countries with whom we can make an “agreement for cooperation” concerning 
atomic defense information to those with whom we are formally allied. Section 
144 provides that we can enter into an agreement for cooperation with another 
nation or organization only “while such other nation or organization is par- 
ticipating with the United States pursuant to an international arrangement 
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* * *” Section 11 (j) defines an international arrangement as “any inter 
national agreement hereafter approved by the Congress or any treaty during 
the time such agreement or treaty is in full force and effect but does not include 
any agreement for cooperation.” Thus, clearly the legal authority to enter into 
an agreement for cooperation depends upon the prior existence of a treaty or a 
congressionally ratified agreement. 

Without meaning to take a position on whether these provisions should be 
modified, we merely wished in drawing them to your attention to point out the 
need for serious consideration of whether it might not be necessary to provide 
some method for granting such information in the absence of formal treaties 
and agreements. The chamber does not know, of course, the degree to which 
atomic energy has been applied to the more conventional methods of warfare 
and whether atomic weapons can be used short of a total war. But situations 
can be imagined in which it would be thought desirable, without the knowledge 
of potential enemies, to prepare allies for atomic defense and the handling of 
atomic weapons in areas not covered by formal agreements. 

I hope that this will serve to clarify our statement on this subject. 

Cordially yours, 
CLARENCE R. MILES 

Mr. Compron. Thank you, gentlemen. 

Chairman Corer. The next witness is Mr. Roboff, representing the 
Sy lvania Electric Co. 


STATEMENT OF STANLEY B. ROBOFF, MANAGER, INDUSTRIAL 
COORDINATION, ATOMIC ENERGY DIVISION, SYLVANIA ELECTRIC 
PRODUCTS, INC. 


Mr. Rosorr. My name is Stanley B. Roboff. I am a member of the 
principal staff of Sylvania’s atomic energy division. Mr. Walter 
Kingston, general manager of the atomic energy division, who was 
originally scheduled to appear before this committee, has asked me to 
appear in his stead because of an unforeseeable circumstance which 
has precluded his appearing today. What I am about to say, how- 
ever, reflects Mr. Kingston’s views on the subject of the proposed 
changes to the Atomic Energy Act of 1946, as well as those of Sylvania 
Electric Products. 

When Mr. Kingston appeared before this committee on July 27, 
1953, he strongly urged that the Atomic Energy Act of 1946, be modi 
fied so as to permit and encourage private investment in and private 
development of peacetime applications of atomic energy. The pro- 
posed act to amend the Atomic Energy Act of 1946, which has already 
been introduced to the Congress and which is currently the subject 
of this committee’s review, will provide, for the most part, the major 
incentives in this country for the rapid industrial development of 
atomic energy while, at the same time, preserving the interests of the 
common defense and security. 

There are, however, several facets of the proposed amendment which 
we believe are worthy of further consideration by this committee. 
Our c comments, which are four in number, are as follows: 

1. Section 2 (g) of the proposed amendment states: “It is essential 
to the common defense and security that title to all special material 
be in the United States.” Section 52 of this act specifically provides 
that all right, title and interest to special material shall be in the 
United States and shall be administered and controlled by the Com- 
mission. 

We are in agreement that in the interests of the common defense and 
security special material must be available in times of war or national 
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emergency for use by the Government. We also believe that any use 
of special material, whether it be for peacetime or military applica- 
tion, must be controlled by the Government. This control is necessary 
because of the inherent dangers associated with the handling of spe- 
cial material and the danger which would accrue to this country if 
such material found its way into the hands of a potential enemy. 

For complete Government control of special materials, however, it 
does not appear necessary that title to this material must forever rest 
in the United States. Actually, the real danger in the misuse or mis- 
appropriation of special material lies not in the ownership but rather 
in the possession of the material. Hence, primary con‘rol of special 
material can best be obtained by strict control of the possessing 
] arties. This type of control is already provided in the proposed act 
through the licensing procedure. 

In times of national emergency, when it may become advisable for 
the Government to obtain and use, for military purposes, all necessary 
special material, provision should be made in the act to enable the 
President to condemn special material in the hands of private owners 
and to pay just compensation for this material and for any damages 
caused by the condemnation of the special material. Such a procedure 
would, in effect, provide the same guaranties as are spelled out in see- 
tion 109 of the proposed act, yet would still permit private ownership 
of special material. 

We believe private ownership is necessary to provide the greatest 
possible incentives for atomic energy becoming a commercial industry 
in this country at the earliest possible date. Government ownership 
of all special material, as provided by the present draft, would auto 
matically provide a fixed price for all such special material. This 
would eliminate a good measure of the incentives for private firms to 
seek and develop more efficient, lower-cost ways of producing “or ial 
materials and, hence, ultimately lowering the cost of special materials. 
A low cost for special materials is an absolute requirement for eco 
nomic commercial atomic power. Without the necessary incentives for 
the provision of low-cost special material, the development of 
nomic atomic power may suffer undue delay. If private ownership, as 
well as Government ownership, of special material were permitted, 
incentives of competition will prove to be the most effective w ay of 

driving the cost of special material to economically satisfactory levels. 

Private ownership of special material will also add an extra guar 

anty that the loss through processing and handling of these special 
materials will be at a minimum. Unquestionably, the private owner 
of special material will provide, at his own — nse, all necessary safe- 
guards to prevent loss of special material if such loss accrues, finan- 
( ‘ially, directly to the owner, and not to the Government. 

Thirdly, the present draft, by prohibiting private ownership of spe 
cial materials, implie s that the value of any special material produced 
or processed in privately owned p slants, will be a value of rental charge 
fixed by the Government. For this reason, the true value of the mate 
rial cannot be assigned to the cost of the final product in which the 
material appears. Hence, the returns to be obtained by any company 
processing special materials cannot truly reflect the results associated 
with handling or processing special materials. Because of this, inves- 
tors may find that the return on investment to be expected on any plant 
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or facility built with private funds will not be sufficiently great to 
warrant the investment and, hence, private development of a com 
mercial atomic energy industry may be retarded. 

Complete Government ownership of all special material, therefore, 
provides an artificial price and an artificially negative incentive struc 
ture in any commercial atomic energy industry to be developed in this 
country. The net result will be a slower-paced development of this 
industry and an added tax burden to the taxpayer. 

2. Section 33 of the proposed act provides that the Commission is 
authorized to conduct research for others in the peacetime applications 
of atomic energy through its own facilities; furthermore, the Commis- 
sion is authorized to determine and charge fair prices for the conduct 
of such activities and studies. 

Under this provision, it will be possible for any party to approach 
the Commission and ask that research activities be conducted by the 
Commission. A second party, however, having invested its own money 
in research facilities and staff, may find that it is actually competing 
in the development of peacetime applications with the Government 
and possibly competing on a different financial accounting basis 
which, in effect, will make it less expensive for any single party to 
have the work done at Government facilities. Such developmental 
competition on the part of the Government would, in part, be carried 
out with tax dollars paid by the party who had also invested in his 
own developmental facilities and staff. 

To prevent this provision in the act from tending to weaken the 
healthy and growing private research facilities in this country in the 
field of atomic energy, we suggest that section 33 be amended by the 
addition of the following sentence: 

The Commission is authorized to conduct such activities and studies provided 
that the charges for such activities truly reflect all costs for carrying out such 
activities, including a fair prorated share of equipment and plant writeoff and 
a fair prorated share of all other overhead expenses, 

We believe that the additional suggested wording will better permit 
the Government to assist industry primarily in those cases where 
industry is not able to help itself. 

3. Section 144 of the proposed amendment permits the Commission 
to communicate to other friendly nations certain restricted data per- 
taining to (@) production of source materials; (b) reactor develop- 
ment; (¢) production and special material; (d) health and safety; 
(e) industrial and other applications of atomic energy for peacetime 
purposes; and (/) research and development relating to the foregoing. 

No cognizance is taken in this section of the fact that much of this 
information may contain specialized and private know-how of United 
States individuals or firms or may even include, within such informa- 
tion, patentable items. Therefore, we suggest that when such infor- 
mation is transmitted to another nation, no private information con- 
cerning specialized know-how, processes or techniques of any firm or 
individual, or any patented processes, equipment, devices, and so forth, 
be given without express permission of that company or individual, 
except in the interest of the common defense and security. Further- 
more, when such information or patentable item shall be transmitted, 
just compensation shall be paid by the Government to the party for 
rights or damages. 
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4. Section 145 (c) provides for autematic declassification of re 
stricted data 3 years after its origin or redesignation, unless a specific 
finding is made that such data should not be declasvified. We believe 
that this prov ision, although well intended, is not capable of sufficient 
administrative control to provide absolute assurance that no classified 
data will be declassified automatically and inadvertently. Because 
the national security could greatly suffer through the inadvertent but 
automatic release of but one item of classified information, we would 
suggest that a more positive control be provided on the declassification 
of classified material. 

We suggest, therefore, that section 145 (c), reworded somewhat as 
follows, would provide the positive control necessary :¢ 

Three years after its origination or after its redesignation, restricted data shal 
be reviewed by the Commission to determine whether the restriction shall con 
tinue to apply or shall be removed. Unless the Commission finds, in the interest 
of the common defense and security, continuation of the restriction is necessary, 
the restriction shall be dropped, but only after specific approval for the dropping 
of the restriction has been given by the Commission. 

Thank you. 

Chairman Corr. Thankyou, Mr. Roboff. 

I am curious in connection with your last recommendation, what is 
the difference between what you recommend and the present situation. 

Mr. Rosorr. I received the interpretation in reading the present 
draft of the act that positive action on the part of the Commission 
was not necessary to enable classified material to be declassified and, 
hence, it would be assumed that after 3 years classified material would 
automatically become declassified with no positive action on the part 
of the Commission. I do not know whether this was the intent or not, 
or whether my interpretation was correct. 

Chairman Core. Your interpretation is correct; but I am talking 
about your solution, your remedy. 

Mr. Rosorr. My remedy provides that it requires a positive action 
to declassify, someone’s signature, before it can be declassified. 

Chairman Cote. You say positive action by the Commission. 

Mr. Rosorr. That is right. 

Chairman Cote. Before it can be declassified. 

Mr. Roszorr. That is correct. 

Chairman Core. And that is right where we are now. 

Mr. Rozorr. Does the present act now provide that action must be 
taken ? 

Chairman Corr. Yes. 

Mr. Rozorr. Then my position differs only in that a review for pos 
sible declassification will be required every 3 years. ' 

Chairman Coir. Your remedy to bring about declassification is of 
such a nature as to bring us right back to the present situation, which 
requires the Commission’s affirmative action to declassify any infor 
mation. ee 

Mr. Rororr. Except for the required review at 3-year intervals. 

Chairman Corr. Are there other questions of Mr. Roboff ? 

If not, you have made very helpful suggestions, Mr. Roboff. 1 
appreciate your coming down to testify before us. You have been 


helpful. 
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This concludes the schedule of witnesses for this morning’s session. 
This afternoon we will meet in the old Supreme Court room at 2 
o’clock to hear two scheduled witnesses. 

This meeting is adjourned. 

(Whereupon, at 11:15 a. m., the joint committee receased until 
2 p. m., this same day.) 


AFTERNOON SESSION 


The hearing was resumed at 2:05 p. m. 

Chairman Coie. The meeting will come to order. 

Our first witness this afternoon, in continuing with the hearings on 
the bill to amend the Atomic Energy Act, is Dr. William Higin- 
botham, a representative of the Federation of American Scientists. 

Doctor, we are glad to see you. 


STATEMENT OF WILLIAM A. HIGINBOTHAM, MEMBER, EXECUTIVE 
COMMITTEE, FEDERATION OF AMERICAN SCIENTISTS 


Dr. Hietnsoruam. Thank you. . 

Mr. Chairman, the Federation of American Scientists was formed 
in January of 1946 by local associations of scientists at the Manhattan 
project sites and by other groups of scientists concerned about the 
social implications of atomic energy and other new developments in 
science. The federation has chapters in many communities and mem- 
bers-at-large throughout the country. The proposed “act to amend 
the Atomic Energy Act of 1946” was considered at a meeting of the 
council of the federation on M: ry 1,1954. ‘The testimony which fol- 
lows is based on specific federation policies affirmed at this or previous 
meetings of the council. I assume responsibility for interpreting 
the position of the federation in relation to the specific provisions 
of the amendment now under discussion. I will also raise some 
questions concerning certain provisions of the proposed amendment 
which I believe to be consistent with the established policy and point 
of view of the federation. 

The basic objectives of the proposed amendment are to permit 
private participation in the development of atomic power and to per- 
mit, with certain safeguards, the exchange of information in the field 
of atomic power w ith other countries. The federation supports both 
of these objec tives. 

The proposed amendment would permit private ownership of 
atomic-power facilities under licenses while retaining Government 
ownership of atomic fuels. We have been concerned that, on the one 
hand the power in the atom should be exploited for the benefit of our 
Nation and of mankind and that, on the other hand, the regulation 
of atomic-power development in this country should be consistent with 
proposals for effective international control of atomic veapons. 
While the prospects for achieving international control of atomic 
weapons may seem rather remote at present, the recent revelation of 
the almost limitless destructive power of atomic weapons must make 
clear to all the world that an atomic-arms race can achieve security 
for no one and that the elimination of war must continue to be the 
primary goal of all governments and peoples. It does not seem that 
the proposed amendment would interfere with implementing inter- 
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national control of atomic energy at a later date. Indeed, it is quite 
possible that the experience gained i in the control of domestic applica- 
tions of atomic energy in this country may be of considerable use in 
determining what sort of controls may be necessary and useful on an 
international scale. 

A second step in implementing the purpose of the amendment is 
the proposal to permit patents in the field of atomic power. The 
federation does not feel that it is competent to take a specific position 
in this area. We take note of the fact, however, that the amendment 
proposes to strike out all control of patents which was provided in 
the original act. 

Chairman Core. Let’s make sure. Excuse my interruption, but as 
you read your statement, you did not read it as the statement is pre- 
pared. And because the statement itself is an inaccuracy, I wanted 
to be sure what your statement was. 

Dr. HicinsorHam. I would be glad to stick to the statement on 
this. 

We take note of the fact, however, that the amendment proposes to 
strike out all control of patents which was provided in the original 
act. We wish to point out that the United States Government has 
spent several billion dollars on the development of atomic energy, 
that much of this investment will be of importance in the development 
of commercial applications of atomic energy, that patents in the field 
of atomic power have been forbidden, and that, from the beginning, the 
field has been surrounded by strict secrecy measures. Only a limited 
number of firms have had access to this classified information. They 
are the only firms with the knowledge and the know-how to make 
discoveries and take out patents at the present time. The council of 
the federation has expressed concern that “the transition (allowing 
patents in the atomic-power field) should be made in a manner which 
will not grant special privilege or tend to create monopolies in the 
field.” 

A third step in implementing the purpose of the amendment would 
be to permit declassification of information in the field of atomic 
power which is not considered to be significant from the point of view 
of national security. At present, the Atomic E nergy Act specifies 
that information relating to atomic power is “restric ted data” unless 
specifically found to be unrestricted. This means that ev ery new piece 
of information in the field is automatically classified at birth and must 
be declassified piece by piece. 

This is a difficult process and one which will seriously impede the 
development of peacetime atomic power. We propose that the Com- 
mission should be empowered to specify areas in the field of atomic 
power which are not of military importance or sensitive in nature 
and in which no classification would be required. The Commission 
las done this in certain other fields in the past—such as particle accel- 
erators. Such an arrangement would, in our opinion, have a very 

stimulating effect on private participation in atomic research and 
development and would in no way jeopardize national security. 

The proposed amendment would permit exchange with other nations 
of information in the field of atomic power and information relevant 
to mutual defense. We have long felt that these provisions were in 
the best interests of our country from every point of view. The 
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restrictive provisions of section 123 seem to me to be rather extreme, 
considering that most, if not all, of the information which might be 
exchanged will not be of military importance. The Federation would 
spevifics ‘ally point out that exchange of reactor information with other 

countries would also be helpful to our own development. We would 
further urge that prohibitions on the export of peacetime atomic 
energy devices, including power reactors, be repealed. Nuclear 
powerplants which can be built at the present time, although not com- 

petitive in this country, might nevertheless yield the cheapest power in 
other countries where coal is scarce. The sale of such plants might 
provide a real incentive to private investment in atomic power 
developments. 

The proposed amendment embodies a number of other proposed 
changes not directly related to the basic objectives discussed above. 

First, I wish to call attention to some minor changes in chapter 3 
which appear to the Federation to be contrary to an important basic 
principle of the Atomic Energy Act of 1946. This relates to the 
structure of the Atomic Energy Commission. Congress recognized 
that the field of atomic energy was unique and that the applications 
in the fields of research, medicine, power, and weapons posed ex- 
tremely difficult problems for the agency which was to be responsible 
for their development. It was wisely decided to establish an agency 
headed by a commission of five full-time individuals and a general 
manager to whom the commission could delegate the responsibility 
for the detailed operation. Such an arrangement permits the Com- 
mission of five men to bring to bear their combined experience and 
judgment on the determination of the vit: illy important policy mat- 
ters. We strongly urge the continuation of this arrangement in the 
belief that the development of atomic energy is still of major im- 
portance to the country and that there are and will continue to be 
difficult decisions which will require all the wisdom which a full five- 
man commission can bring to bear. The Federation further believes 
that the commission should concern itself with overall policy matters 
and delegate responsibility for detailed operation to the general 
manager and his staff. 

In connection with the sections dealing with the control of informa- 
tion, I would like to make some general remarks about classification 
of documents and security clearances. The Federation of American 
Scientists has always agreed that certain information in the field of 
atomic energy is of vital military importance and that measures: to 
safeguard this information are in the best interests of the country. 
With the experience of the last 8 years, it appears to us even clearer 
than in 1946 that there is as much danger in too much secrecy as 
there is in too little. The proposed amendment appears to carry us 
in the wrong direction. We now need not more secrecy, spreading 
more widely, but secrecy more realistically and effectively admin- 
istered in the narrow areas which specifically require it. ‘The general, 
and very practical, principle which we advocate in regard to classifi- 
cation of information and security clearance procedures is that it is 
better to have a high fence around a — area than to have a low 
fence around a large area. 

We would commend the principle of security through achievement 
which seems to be implicit in the decision to encourage broad private 
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participation in the development of atomic power. The proposal 
to place a time limit on classification of a document, which would 
require a positive action after 3 years to extend such classification, 
is splendid. In spite of the enlightened policy of the AEC and the 
cooperation of its scientists and engineers, the redtape involved in de- 
classifying documents is a major impediment to progress. We believe 
that section 142 (f), which instructs the AEC to “establish standards 
and specifications * * * as to the scope and extent of investiga- 
tions * based on the class and location of the work to be done,” 
is a desirable improvement over the present legislation which treats 
all “restricted data” as if it were of the same importance and requires 
the same full investigation of all persons who may have access to 
such data whether their contact is superficial or intimate and whether 
the information is top secret or relatively unimport: unt. 

Several new provisions are suggested for inclusion in the chapter 
on enforcement. I only wish to comment here on section 223 (e) 
which would provide penalties for anyone who may pass on to an 
unauthorized person information received from an employee of the 
AEC or its contractors, who has reason to believe that such informa 
tion is restricted data. A person who takes a classified job must be 
responsible for judging what is and what is not proper for discus- 
sion outside the classified areas. Other citizens are presumably not 
likely to be in a position to evaluate the information which they may 
receive from Commission employees or to decide whether or not they 
have reason to believe that such material may be “restricted.” If 
such penalties as these are enacted into law, they may well have a 
stultifying effect on public discussion of the important issues of atomic 
energy. I concur in the position expressed in previous testimony by 
Mr. Jerome Luntz that the proposed new sections would “create a 
very unhealthy atmosphere” for exchanging information, would 
leave the press at sea about what it could publish, and would pri- 
marily “create an atmosphere of intimidation and harassment.” 

At present and under the proposed amendment, the AEC has very 
broad powers. It is essential that the citizenry have the right and 
the means to appeal decisions of the Commission which appear to be 
mistaken or arbitrary. We believe that there should be adequate 
provision for review and that such review should be independent of 
the Commission and free from other pressures. We further believe 
that the citizen should be guaranteed the right to take his plea to the 
courts. In this connection we are disturbed by the proposed provi 
sion of section 190 which states that no action shall be brought in any 
court if the Commission finds that such action would necessarily in- 
volve the disclosure of restricted data and if the National Security 
Council concurs in this finding. Nothing is said as to whether th« 
restricted data involved are significant for security. Such a provi 
sion could be abused; it could be used by an administration to cover 
mistakes or to confer an advantage on one party relative to-another 
The citizen’s right to use the courts must not be compromised except 
for most compelling reasons. 

In conclusion, the federation supports the objectives to further 
the development and utilization of atomic power and to make possible 
closer cooperation with other countries in this field. With relation 
to the proposed amendment, we believe that the basic principles of 
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civilian control of atomic energy and of atomic weapons can be main- 
tained under these proposals. Private participation in the develop- 
ment of atomic power should be encouraged and the proposal is con- 
sistent with effective international control of atomic energy which 
must remain our ultimate goal. Exchange of information on atomic 
power with other nations is to be permitted and may contribute sub- 
stantially to the security and the welfare of our country, while simul- 
taneously benefiting the citizens of other countries. We endorse those 
parts of the proposal which implement the policy of security by 
achievement in a practical way. We have noted reservations in regard 
to a number of features of the proposed amendment. I wish there 
were time to discuss these features and others in more detail. It seems 
wise to provide that important steps, such as implementing private 
ownership or exchange of restricted data with other countries, required 
specific action by the AEC, the President, and the Congress. We 
assume that this procedure will permit further discussion and further 
clarification of this legislation in the interests of the national security 
and welfare. 

Chairman Corr. Thank you, Doctor. 

Are there qeentions from the members of the committee of Dr. 
Higinbotham ¢ 

I only desire to take exception to a statement which you made, 
Doctor, which perhaps may have been inadvertent, where you say: 
“We take note of the fact that the amendment”—referring to this 
bill—“proposes to strike out all control of patents which was provided 
in the original act.” Of course, this amendment, the pending bill 
doesn’t do that at all. 

Dr. Hieinpornam. No, sir. Iam inerror. Now, that you bring it 
to my attention, I recognize that. The act retains, for example, the 
provision that patents shall be available for use in research, which 
I believe is not a normal procedure, but is one which we consider 
desirable. 

The part which I was concerned with was the fact that the provision 
which would have permitted the Atomic Energy Commission to have 
declared a patent to be vested with the public interest has been deleted. 
And, as I said in my testimony, the federation does not feel competent 
to make a specific recommendation on this point. There are a great 
many factors involved, which are highly technical and legal factors. 

Chairman Cots. I think, for your information and that of others, I 
might say the reason that particular provision was deleted was because 
it was felt that that authority was vested in the Commission in other 
provisions of the law and of the pending bill. 

Dr. HietnsorHam. I am interested to learn that. 

Chairman Core. At no time was there an intention to deny the Com- 
mission the right to give the Commission a patent which was thought 
to be in the public’s interest. 

Dr. HictnrorHam. I am not thinking of the Commission’s acquir- 
ing a patent but of the power the Commission presently has, if I under- 
stand the present act, to enforce licensing of a patent if it feels that 
an individual holds a key patent which is holding up the develop- 
ment of atomic power. They have, I believe, at the present time, 
the right to force the licensing of such a patent. And I am raising 
the question as to whether this isn’t perhaps still a desirable thing. 
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The point I was trying to make in my testimony is that this is 
a very unusual and remarkable situation, this field of atomic power. 
I am sure that the federation has no intent to set up patent sare ations 
which would in any way tend to prevent or discourage private partici- 
pation in the dev elopment of atomic power, but we are acutely aware 
of the fact that it is necessary to have considerable background in- 
formation and know-how in order to be able to invent something 
which is new and useful i in the field of atomic energy, and those peo- 
ple who have this know-how are the ones who are presently cleared 
for work with the Commission. This would be contractors or con- 
sultants of the Commission. But many other people, on the outside, 
do not have this background, and because the information is still 
classified, and will be for some time, it will be very difficult for them 
to break into this new field. I think they are at a distinct disad- 
vantage. 

I am not saying from the point of view of the Federation that we 
have any strong recommendation. We wish, however, to make this 
point as clear as possible, because we feel that there are other sectors 
of the community that may be concerned if they realize what this sit- 
uation is. 

Chairman Cote. Thank you very much, Doctor. 

Oh, before you leave: On this question of changing the Commission, 
you said it was important to retain the basic concept that was con- 
tained in the original Atomic Energy Act with respect to the Com- 
mission, but I failed to note where you pointed out that the proposed 
change constituted any change in that basic philosophy of a five-man 
Commission. 

Dr. Hicinsornam. I stated that I wished to call attention to some 
minor changes in chapter 3. Those minor changes are the addition of 
a phrase which would specify that the Chairman would be the prin- 
cipal officer of the Commission, and, under the section on the Gen- 
eral Manager, in describing the duties of the General Manager, the 
word “executive” has been crossed out. These, I will admit, are little 
things, but nevertheless we feel they are significant. And I would like 
to say, in addition to what I have given in my written testimony, 
that the officers of the Federation of American Scientists are particu- 
larly concerned about this particular feature; not that they feel that 
there is anything very major in this particular modification, but that 
it indicates a change in philosophy which we would consider to be 
significant, and one which we feel requires a great deal more dis- 
cussion. 

Chairman Core. Then you feel and your association feels that the 
chairman of any organization is not the principal officer of that 
organization ? 

Jr. Hicrnsoruam. Well, the philosophy in this case, I think, is 
perhaps a little hard to define, but it is our feeling that the Com- 
mission should be made up of five people who are drawn from dif- 
ferent professional fields. 

Chairman Coir. You don’t need to go into examples. We all agree 
with that purpose. But point out where this proposal changes that 
objective. 

Dr. Hieinsporuam. And furthermore, that they should all have full 
participation in every decision which is taken. 
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Chairman Corz. Then why didn’t your association give equal 
credit to the new language which this amendment proposes, which is 
not in existing law, that new language being as follows: 

Action of the Commission shall be determined by a majority vote of the mem- 
bers present, and the Chairman or Acting Chairman shall have a vote on all 
matters before the commission— 
which clearly indicates that every member of the Commission has 
equal voice, equal vote, equal authority, except that one of them, the 
Chairman, shall be the spokesman for the group ? 

Dr. Hictnsornam. I would like to just offer by way of discussion 
on this point a slightly different point of view. That is, that in the 
case of an organization which is run on the Commission basis, it seems 
to me desirable that decisions be made on the basis of discussion and 
a unanimous feeling that it is the right thing to do as far as possible; 
that one would hope that it would not have to come toa vote. In other 
words, if you have the five different people participating in discus- 
sion, if there is a knotty problem, one would hope that they could, 
by working together on this, eventually all become of one mind. Then 
one could have confidence that such a decision was a really well 
thought-out and a sound decision. 

I am not sure whether this is any different from what you are 
saying, but I feel that the provision of a vote 

Chairman Cote. It isn’t a bit different, because we all agree that 
unanimous concurrence is—— 

Dr. Hiernsornam. Desirable? 

Chairman Corr. Desirable. But we all recognize that there in- 
evitably will be differences of opinion, and, therefore, we provide for 
majority rule. To make certain that there would be no question but 
what each Commissioner would have an equal voice in the determina- 
tion of the problems of the Commission, we wrote into this bill for 
the first time that Commissioners would have a vote, and we made 
certain that the Chairman himself would also have a vote, so that 
simply because of the fact of his being Chairman he would not be 
denied the right to vote. 

Representative Duruam. Doctor, on page 4, in your statement, 
there, in regard to secrecy, you say: “The proposed amendment ap- 
pears to carry us in the wrong direction.” Would you expand on 
that statement somewhat? It doesn’t seem to be very well explained 
here. 

Dr. Hietnsoruam. It certainly isn’t explained in chapter and verse. 
I would like, however, to discuss this in more specific relation to the 
bill. 

It seems to me that there has been very little change in the defini- 
tion of restricted data, which presently and under the proposed bill 
would relate to information in the field of atomic weapons and in the 
field of atomic power. This has been interpreted in the past by the 
Commission to mean that all information in these fields at birth, that 
is, when there is a new discovery, development, or article, is instantly 
classified, and if one believes it may not be of military importance 
or of a sensitive nature, then one has to go through a specific act of 
declassifying and justifying the declassification of each individual 
document. 
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Now, this is one instance where there has been no change, and 
perhaps my emphasis is a little bit extreme, in that we felt, I would 
say, that after a number of years’ experience in the field, and in par- 
ticular when one considers that one would like to get broad partici- 
pation in the development of atomic power, these restrictions 
written into the act on classification and security measures might be 
to some extent modified. And this appears not to be the case. That 
is, In every case it seems to me it is exactly as strong, and in some sec- 
tions, such as the punishment chapter at the end, the act has actually 
been strengthened over what it previously was. 

Representative DurHam. Isn’t it the fact that the meeting of minds 
of men, to a large extent anyway, on classification of these documents 
and things of secret nature, is the important thing? You are speak- 
ing for a scientific group. That is why I am asking these questions. 

Dr. Hictnrornam. What I have tried to say here is that the atti- 
tude in the Commission, in my opinion, and the attitude of the Com- 
mission employees who are concerned with classification has been very 
intelligent and that they have tried as far as possible to make infor- 
mation available which was not of a sensitive nature. But it is a 
laborious process. They have in the past interpreted the act to mean 
that all information in the atomic power as well as in the atomic 
weapons field was automatically classified and had to be declassified 
document by document. Now, this is not specifically spelled out 
really in the act, and I think it is a matter of interpretation, but that 
is the way they have interpreted the act in the past, and, since there 
is no change in this field, I think it would be so interpreted in the 
future. And I feel this would be unfortunate, because it seems to 
me that there is actually, by this time, a very broad area in the atomic 
power and reactor field which is considered to be declassifiable, which 
means that the Commission and its employees go through this process 
of declassiying documents in order to make them available. 

Now, it would be possible, it seems to me, for them to set up certain 
areas and say, as to information in such-and-such areas, let’s say re- 
actors which make use of ordinary uranium, that any information in 
this field is obviously going to be declassified in the first place, so that 
a laboratory in AEC or the General Electric Co. or any individual 
concern which is working on this particular type of reactor could 
work completely in the open and not have to worry about sending 
every bit of information in to the AEC for clearance, having all 
its employees cleared, and all the rest of the difficulty and redtape 
which surrounds any classified activity. 

Representative Duruam. Well, this is a provision which I think is 
going to give us the biggest problem in selling it to the other members 
of the Congress. That is why I ask you these questions. Because 
it is very difficult to explain. And to declassify a document, I im- 
agine, would sometimes be very difficult for the individual who had 
the responsibility. 

Dr. HigtnsoruaM. Indeed, it is. Yes, that is true. 

Representative Durnam. What we endeavored to do in this amend- 
ment, of course, was to declassify some of the documents that we feel 
are somewhat of a burdensome problem now to the Commission and 
also a very expensive problem. As to how far we can go on that, I 
haven’t made up my mind, but I do feel that we have got to make 
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progress in that direction if we intend to carry out the intent and pur- 
pose of this measure. Otherwise, we cannot do it. If you are going 
to restrict every document that comes up, even after the act is passed, 
they still have authority to put restrictions on whatever documents 
come before them. 

Dr. Hictnsoruam. Yes, that is true. 

Representative Durnam. And so in that field even whatever we do 
here wouldn’t be worth 2 cents insofar as international cooperation 
is concerned—unless we have intelligent interpretation of this. 

Dr. HictnsorHam. I agree. You understand that I was not saying 
that in the act one should specify a field. I was just wondering 
whether perhaps in the definition of restricted data or elsewhere in 
the act, it might not specify that the Commission would have some 
latitude to set aside areas. 

Representative Durnam. Do you think you can write that into the 
law specifically ? 

Dr. HiernsorHam. You certainly cannot write out what the areas 
should be. 

Representative Durnam. You don’t know what is going to be 
discovered tomorrow in the scientific world. 

How are you going to determine that if you don’t know? You have 
to leave that to the intelligence of some individual to pass on whether 
or not it is restricted, or whether it is immaterial. 

Dr. Hietnrornam. It seems to me that for broad private participa- 
tion to be practical, it will be necessary—and the trend has certainly 
all been in this direction—to declassify the bulk of the information 
in the reactor field. 

Representative Durnam. But you must realize that, on the other 
hand, we are dealing with a process here of making fissionable mate- 
rial and the end result, which, of course, involves processes that are 
and should be secret. But, on the other hand, we are trying to write 
an act here which will result in some kind of agreement for the bene 
fit of humanity. That puts us in a very difficult position. And when 
you cireumscribe the authority of the people who are to administer 
this act, you are getting into a very difficult zone. 

Dr. Hietnsoruam. I wouldn’t for a moment say this is an easy prob- 
lem. I think it is a very difficult problem to write useful legislation 
on. 

Representative Horirretp. Mr. Chairman ? 

Chairman Core. Mr. Holifield. 

Representative Ho rrrerp. I call to your attention paragraph (h), 
section 11, chapter 2, of the pending bill, which is in the ‘definitions 
section, which says: 

The term “design” means specifications, plans, drawings, blueprints, and all 
matters involved in the making or formation of such items including the research 
and development involved therein. 


What is your understanding of the meaning of that section ? 

Dr. Hietnsornam. It is a very broad definition, and it would seem 
to me to take in everything which could be cone eivably related to the 
design which is referred to wherever this appears. 

Representative Ho.irrenrp. Including research and development; 
all written memos of all kinds, notes, all matters, in fact, including 
research and development, as well as plans for operational use. It 
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would be also any kind of drawings which had to do with research and 
development. In other words, the words “and all matters” appear 
to include everything. 

Dr. Higtnnoruam. Yes. 

Representative Houirrevp. All right. Now, take that over to para- 
graph (q), and with the word “design” in mind, let us read that: 

The term “restricted data” means all data concerning design, manufacture 
or utilization of atomic weapons, the production of special material, or the use 
of material in the production of power. * * * 

Of course, then, the balance of that paragraph gives the Com- 
mission the right to declassify anything in that zone that they might 
decide should be declassified. But using the definition of “restricted 
data” with its inclusion of the definition of “design,” it would 
seem to place under a new area, under a wider area, practically all 
materials of scientific interest, would it not, unless declassified by the 
Commission ? 

Dr. Hicrnsornam. If this were taken literally, that would indeed 
be so. 

Representative Hoxirreip. Well, of course, we are writing a law, 
and when you write a law you take it literally. You don’t talk about 

fanciful things. You take the literal meaning of the words that are 
involved. And then when you take that combination of definitions, 
and you apply it over to section (d) with the $2,500 punitive clause, 
which comes in section 223 in the criminal provisions, you immediately 
put upon any person who has anything to do with research and de- 
velopment, making of notes or memorandums of any kind, the re- 
sponsibility for deciding whether that has anything to do with the 
utilization of fissionable material, even though it be in a peacetime 

reactor or other peacetime uses, do you not? 

Dr. HictnnornHam. I am certainly concerned about this type of 
thing, and if I may, Mr. Holifield, I would like to point out two others 
which are on the same page which seem to me to be of a similar nature. 

Under section 11, part (b), there is a definition of atomic energy 
which is essentially the same as that which presently exists. It in- 
cludes the energy produced by nuclear fission or nuclear transforma- 
tion. 

Now, “nuclear transformation” is a very general term and refers, 
for example, to the radioactivity of uranium and artificially pro- 
duced radioisotopes and so on. I think there is nothing wrong with 
the definition of atomic energy. I will agree that this is a good 
definition. However, this is used in other sections of the act, such as 
sections 101, 102, and 105, where the Commission is directed to con- 
trol, as I recall, the devices and research and so on, which make use 
of special material and atomic energy, as defined here. This, as I say, 
is something which is a definition which exists at the present time, and 
it has not been interpreted to be as broad as it might be, but if one were 
strictly literal about this, it seems to me that the Commission would 
be required to license everyone that made use of radium in therapy 
forexample. And Iam sure that that is not the ioe nt. 

And again, in section llc: 

The term “atomic weapon” means any device, exclusive of the means fot 
transporting or propelling it, utilizing atomic energy, the principal purpose 
of which is for use as or for development of a weapon. 
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If one includes the things which are used for the development of 
weapons, obviously these are the same tools and techniques which are 
used in the development of atomic power or, for that matter, of steam 
power. 

And so I have somewhat worried about the wording of these sec- 
tions. I am sure that there is no confusion about what the real in- 
tent here is, but it should be, I hope, clarified in the discusssion if 
not in the actual drafting to make sure that this ambiguity which 
now exists will be removed. 

Chairman Cote. Are there any further questions? 

Representative Hinsuaw. I am sure the gentleman admits that 
precise definition does not obtain in this field at this time. 

Dr. Hicgtnrornam. I agree to that. And there is a certain latitude 
throughout the act that seems to me to take account of this in many 
places. 

Representative Hinsuaw. You might want to eliminate certain 
aspects of a given situation, or include them, but you don’t have the 
precise terms which would delimit those particular subjects in space, 
so to speak. 

Dr. Hiatneoruam. I agree. 

Chairman Coir. Thank you again, Doctor. 

The next witness is Mr. Potter. 


STATEMENT OF ALDEN A. POTTER, OF MONTGOMERY COUNTY, MD. 


Chairman Corr. Mr. Potter, you represent—— 

Mr. Porter. Only myself. 

Chairman Core. Mr. Potter, Mr. Alden A. Potter; you may pro- 
ceed. 

Mr. Porrer. I appreciate the interested attendance this after- 
noon. 

My name is Alden A. Potter, address Box 181, R. F. D. 3, Bethesda, 
Md. My family and I are year-around residents on our farm, where 
we have been for 35 years. Our younger son lives on the place in 
his own home and makes his living there, while I have retired into 
investment interests. 

Except for the establishment of peace, permanently, and not as 
international truce, investment problems are the background of my 
interest in this legislation. Investment is by no means unrelated to 
the problem of organizing global affairs on a basis of law and order, 
that is, organizing modern life under capitalism as against socialism 
or communism which, in my opinion, spell anarchy. 

During the last war in Europe I was briefly employed in the office 
of Congressman Fred L. Crawford, of Michigan. This gave me a 
familiarity with the Hill such that, as a member of the American 
Economic Association, a fellow and life member of the American 
Association for the Advancement of Science, and member of the 
honorary scientific society of Sigma Chi, I could and did follow the 
debate in the House on the McMahon bill rather closely. I free- 
lanced a critical article for the Commercial and Financial Chronicle 
of New York; I have some reprints of it here now. The Congress- 
woman from Connecticut, Mrs. Luce, to whom I handed some critical 
remarks during the committee hearings, was kind enough to say she 
agreed with me 100 percent that the bill was socialistic. While the 
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Senate had passed the bill without a record vote, the House came 
close, in one vote, to sending it back to the committee. We can cancel 
the next two paragraphs. 

There has _ some criticism of the amendment which omits the 
declaration that the act fosters free competition. Obviously neither 
the law nor the bill provides for freely competitive enterprise. On 
the contrary, both control every aspect of atomic technology through 
licensed operators. Like the RFC, the FHA, and other Government 
meddling with the economic system, licensing can only stifle productive 
ideas and initiative and result in graft and favoritism. 

No board of review or court appeals can serve to remedy this basic 
ally wrong approach to the organization of modern industrial society ; 
for, as Mr. Menke of the Nuclear Deve lopment Associates pointed out 
on Wednesday, such me —— only load down all business with such 
heavy legal fees that small business cannot survive and grow into 
successful competition with big business. An investor who seeks to 
grubstake new enterprises is thus forced into the “blue chip” field 
by these legislative good intentions which pave the road to financial 
hell. 

This law does not, and because of its military contexts cannot, serve 
to develop private enterprise. I see no honest reason why any hope 
of doing so should be written into the preamble. For this and other 
reasons which I shall too briefly present, chapter I should be, as I 
understand the committee has considered doing, stricken from the 
bill. The content of the law will then be unobscured by hypocritical 
misinformation as to alleged policies. 

While I disagree with the Methodists, and agree with Bernard 
Baruch that the President’s proposal for an international atomic 
pool is futile as a peace move, and disagree with both as to the effi- 
cacy of negotiated disarmament even if “Russia would go along (for 
the sake of permanent peace I pray she never will), T agree with 
Mr. Boss that this bill is, and must be, a war measure. As against 
what a strictly free-enterprise capitalism could do for peace and pros- 
perity, virtually all of the stated procedures in the act as it is or is 
proposed in this bill, actually cannot serve the general welfare, or 
produce world peace, or increase the standard of living, or foster 
freely competitive enterprise. 

It is simply not true that bureaucratic regulation and control of 
atomic energy for all purposes is vital to rational objectives. It is 
not true that atomic energy has changed human nature or is so “af- 
fected with the public interest” or the “national health and safety” 
as to demand resort to the so-called ideals of communism or, if you 
want to call it by that name, state capitalism. A welfare state serves 
beneficent ends in an industrial society only by pretenses which, 
intentionally or not, are false. 

I disagree with the section 3a idea that scientific progress should 
be maximized. It should be optimized; and that can be done only 
in the free competition of ideas which Mr. Menke so pointedly advo- 
cated. Unfortunately an economic optimum does not apply to mili- 
tary measures for, in war, innovations cannot be of that nature; they 
must, indeed, be maximized for the short-run objective of victory. 

As Mr. Dixon of the Edison Electric Institute pointed out, obso- 
lete machines are not properly discarded—not in commercial enter- 
prise—until they are forced out by the competition of new designs. 
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This does not always oceur on an economic basis in utilities whose 
income is dictated at so-called fair return on invested capital by 
noncompetitive decisions of public utility commissions. 

In war, on the other hand, obsolete equipment is forced out anarchi- 

cally because it is destructive, not productive, equipment. Cost is not 

a valid military consideration for economic value cannot be ascribed 
to guns as it can to butter. To put this in the words of Mr. Baruch 
in his lecture at New York City College last Tuesday evening, as 
reported in the New York Times: 

Nothing—may I repeat, nothing—has cost this country and the rest of the 
world more, except the losses and maimings of war itself, than the failure to 
grasp the enormous difference in the workings of supply and demand under con- 
ditions of war and under conditions of peace. Nor is there any sensible recourse 
in “the old trials and errors of advisory commission and competing boards. 

Military considerations are thus the only excuse for such a law as 
this, resting as it does on licensing of all ideas and their uses. So why 
pretend, in a preamble, that such “regulatory measures can ever become 
permanent legislation as a basis for a stable, industrial society? The 
President to the contrary notwithstanding, Mr. Baruch’s critical com- 
ment is correct. At best, it is counting our chickens before they are 
hatched to suppose that atomic energy presages a utopia of abundance 
if only it be used for peaceful production, allegedly to stop all con- 
flicts between the world’s populations. Peace is assuredly a moral, not 
a material, problem. Not material, but moral welfare belongs in 
politics in all jurisdictions, be they continental or even global in extent. 

Now, to change the subject a little bit. 

With silicon wafers to collect solar energy for use as electric energy 
just now put to actual test in use, who can say that terrestrial atomic- 
energy development as against the use of that from the sun, might not 
become obsolete; obsolete, that is, for anything but war? Plant life 
has long used solar energy directly ; but this has not given plant species 
any free- love chance to spread their kind over the “fac e of the earth. 
The competition is even more deadly than in the animal kingdom. 
Why should we suppose that resort to solar energy would give Homo 
sapiens a reproductive carte blanche? 

The limiting factor for life is space, not energy. The vegetative 
struggle, to which all animal life is attached by necessity for food 
supply, is for standing room only; and that applies, not where the 
physical environment is harsh, but where the climate is an optimum 
for plant growth. 

It follows that the cause of peace, not of war, must be studied 
anew. Peace must have a planned existence and must rest, not upon 
appeasement through furnishing abundant living conditions by the 
use of atomic or any other energy in plundering our planet, but upon 
moral and legal restraints, that 1s, upon law and order under a consti- 
tutional, capitalistic government which protects, rather than seeks to 
destroy, monopoly. Government can only keep the peace by serving 
as a discriminatory institution affording unequal security against 
poverty because it enforces the results of a competition which has 
losers as well as winners. 

This legislation is, then, plainly inapplicable to a peacetime economy 
in which freely competitive enterprise is actually working to establish 
monopoly in private interests, that is, to optimize, ri ather than maxi- 
mize, the number of consumers or the extent of consumption. Not 
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this or any other legislation can abrogate the inalienable right of 
anyone to his own ideas and their use in the struggle to survive. 
However aided and abetted by so-called antitrust laws, neither this nor 
any other law can induce so called pure competition where there is 
no property income; that is, no “unearned increment.” 

Patent law does not create ideas; it only induces their voluntary 
disclosure and use, precisely and only because it does guarantee mo- 
nopoly. The investor can thus become a permanent monopolist by us- 
ing surplus income to secure a landed estate which can never become 
obsolete—for be it noted, no system for the development of energy 
or its application in work can ever produce any additional space on 
arth, any more “places in the sun. 

It has been estimated that if all solar energy reaching the earth 
were concentrated in human life, men would be stacked 25 deep over 
the surface of the earth and be forced, like plants, into a specialization 
of form and function which would connect the source of energy above 
with the source of water and minerals below. Obviously we cannot 
choose whether, but only how, population shall be limited. We can 
choose only whether its limitation shall be by suitably, that is, un- 
equally, limited parenthood on the one hand, so that we must preach 
and teach good sportsmanship in losing as well as winning the game 
of life, or on the other hand by the “good old” law of the jungle which 
contemplates war, famine, and pestilence as these have flourished 
throughout history and still do today. 

We cannot just wish for peace or negotiate or compromise the prin 
ciples of capitalism to obtain it. Peace must be globally organized, 
not communistically with alleged “humanitarian ideals,” but capitalis- 
tically. Without such a peace this law will be temporary because 
civilized society will be temporary. With such a peace no such law 
as this can be continued for long in force without political upheavals 
which a system of licensing will inevitably induce, for no license or 
franchise scheme can possibly be compete tly fair in its awards or 
pricing; particularly while inflation and deflation are not actually 
and fully eliminated it must always be too little and too late in its 
adjustments as is so-called social security today. 

At the very least, managerial licenses, like utility rates, would re- 
quire an escalator clause like that in the GM-UAW contract on w age 
adjustments. After the committee has he: ard Mr. Reuther on Wed 
nesday, I venture to predict you will have been reminded that the 
current cost-of-living index, based upon the fallacy of figuring pei 
centage changes, is no solution for this problem in monetary stability 
with which full, that is, year-round, employment is so intimately ir 
volved. 

In such a dynamic process as human evolution, why suppose that 
licensing the use of ideas can be any better ordered in its incentives 
toward ‘accomplishment in atomic techniques than in any other field, 
past, present, or future ? 

We can agree with Mr. Holifield that the advantage obtained by 
Government contractors or licensees is considerable. But military 
production—and let me again cite Mr. Baruch—is uneconomic. It 
stays too far out in front of economic standards in technology to avoid 
giving some specialists, in and out of the military departments, and 
largely in corporate organizations, the benefit of that knowledge. 
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However indifferent in value it may be when first developed, such 
knowledge does constitute a head start for particular people, and 
they are not going to spend their lives serving “all the people” in 
xiving it value in the market by further developments. Indeed, the 

overnment does precisely that which confines this “monopoly” to 
very few of the personnel when a “big idea” develops, by “classifying” 
it as “confidential” so that its revelation may even be punishable as 
treason. 

The remedy lies not in more but in less regulatory and review boards 
and bureaus. The remedy, in short, lies in resorting to capitalism, 
instead of communism, as an ideal in morals and politics; and cap- 
italism does not serve all the people all the time. Capitalism does 
not afford the so-called fair return on invested capital which is non- 
competitively awarded to electric and other utilities in what amounts 
to cost-plus contracts. 

In capitalizing on ideas, provided for in the patent clause of our 
Constitution which Members of Congress are sworn to support in 
legislation, no title to permanent benefits resides in having incurred 
costs of any kind, much less the costs of research such as has been 
involved in the public expenditure of billions in developing the use 
of atomic energy, primarily for military purposes. 

Even a patent, a salable patent, gives no proprietary right to a per- 
manent income. Its monopoly is ephemeral, only 17 years, which is 
not long enough to develop a basically new or revolutionary technique. 

An idea that can be built into a process without disclosure should 
not be patented at all, that is, not for the sake of the selfish motives 
which even Mr. Holifield acknowledges to be essential to progress. If 
its disclosure by production holds forth no such possible capital gain 
as the birth of General Electric brought with it, then incentive is 
lacking for production. With patents which are not mere gadgets 
this means that 17 years is woefully lacking in incentive for disclosure 
and development. 

As a shareholder in General Electric I beg to criticize the misleading 
implications of Mr. McCune’s comment on the original investment 
which gave rise to that industrial giant. What he failed to point out 
was of greater import than what he did say; for as against the riches 
which accrued to those who grubstaked Edison in developing the 
electric bulb for lighting, far more fortunes have been lost in grub- 
staking what are called, in the giant petroleum industry, dry holes. 

I recall here a pertinent rhyme shiek my mother picked out of the 
old Youth’s Companion of bygone days and set to music. 

Oh, gleaming lights o’ London, 
Could tears your radiance drown, 
Your victims’ eyes had quenched you, 
Oh, lamps o’ London town. 

All GE lamps radiate a return to those who buy them; and an 
investment in GE shares has more than kept up with inflation in the 
last 2 years. But the investor is not grubstaking when he buys such 
a blue chip. No such risk as was originally involved, not yet such a 
fabulous fortune, is in prospect. 

But, Mr. Chairman, I am also a shareholder in a large aircraft 
corporation, which is not such a blue chip; I have only now succeeded, 
after many years of fooling with the idea, in getting a basically dif- 
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ferent design in aircraft under consideration by that company. It 
is not patented. Without development which I alone cannot give it, 
it is useless to patent the device, or even to try to. 

So I find myself, through the corporation, faced with the proklem 
of grubstaking my own idea. To “give it to the gun,” as has been 
done with taxpayers’ money in developing atomic energy, would be 
the height of folly for the shareholder. 

On the other hand, to distribute all the net income of the company 
in dividends, as does the so-called nonprofit cooperative, like the 
NRECA, and then ask for Government subsidy in avoiding obsoles- 
cence, makes even less sense. Feeling the way into such an innovation 
is a ticklish business, requiring engineering judgment as well as daring 
and imagination. Of course, it would be wonderful to label the mili- 
tary research and put it under a Government contract followed by 
corporate title to the idea except for military use. 

r should the corporation then be forced into compulsory licensing? 
If so, what about the inventor? Certainly, the idea is worth just 
nothing in present value. If I am permitted to grubstake it as a share- 
holder and the company is not a levammean research contractor in 
this context, then I have the truly competitive, capitalistic position. 
Management can afford to pay me as both grubstaker and inventor 
whatever the idea turns out to be worth if and when developed. That 
could be exactly nothing. 

In the Manhattan project, speaking economically, the risk which 
the taxpayer underwent has paid off less than nothing. Speaking 
militarily, it has played a part in war and, perhaps, in stalling off 
aggression. Further returns on this investment remain highly specu- 
lative. In no sense do they accrue to the taxpayer, or “to all the 
people,” as proprietary right such as I hold in my farm. 

Ideas are always of evanescent value; farmland, unlike mineral 
rights, never is. Land patents are therefore very different from 
patented ideas, since land cannot be created by economic enterprise, 
and can never be rendered absolete by new inventions. It can be 
made economically more, but not less, productive—that is, not unless 
we adopt that section 3a idea that progress must be maximized by 
public subsidy rather than optimized by private tenure and operation 
with the landed monopoly thus kept out of a rapacious maximum in 
exploitation. 

ven the so-called natural monoplies, or public utilities, could be 
far better managed as competitive enterprises, that is, if there were 
no exclusive public franchise and control of their rates. The regional 
grids could be made common carriers for kilowatts, with production 
plants subject to competitive obsolescence which would change the 
pattern of disinterest in patents at once, and without making the con- 
sumer rates advance to pay for research and development. For 
surely, innovations which do not reduce costs and create dividends 
while also affording lower competitive prices, are eliminated without 
any possible reimbursement. : 

It is not true, even under the utility commission system of monopoly 
pricing, that the utilities are natural monopolies. New techniques 
develop; railroads, for example, are faced with auto and air transport 
competition—unless the ratemaking commission is kept in action, as 
is being done with the Interstate Commerce Commission. So do oil, 
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gas, and electricity compete. Electric utilities could use their lines 
for informative as well as power frequencies; some REA lines are 
already being used for telephones. Ratemaking by public authority 
over so-called private enterprise prevents many other deve slopments in 
economic ingenuity as well as this one of multiple use of transmission 
lines. 

An electric grid that operates at high costs, as in New England, 
drives out industry as surely as does a noncompetitive wage level im- 
posed by law or by so-called collective bargaining ; and where industr y 
is profitless home consumption also lags unless there be some war 
or other tax-subsidy present as is gener: ally true around Washington. 


Of course, the whole Nation, or, in the glol valoney context, the whole 
earth, cannot be thus ores fen b someone has to be left to do the 
subsidizing. 


Thank you, gentlemen. 

Chairman Coir. The committee thanks you, Mr. Potter. 

Are there questions from members of the committee 4 

Mr. Holifield ? 

Representative Hotirrerp. Mr. Chairman, I followed with intense 
interest the witness’ statement here. In fact, I followed every word 
with him. And I want to express my appreciation for his kindly 
reference to me in two instances. 

If the chairman would permit, I would like to take this home with 
me tonight and study it, with the idea in mind of possibly developing 
some questions for later use. 

Chairman Corr. Let the Chair not only assure the gentleman but 
express the sincere hope that he does that very thing. 

Thank you, Mr. Potter. 

Mr. Porter. I wish to express my appreciation of Mr. Holifield’s 
interest. I think a careful consideration and rereading of it would 
bring out questions that I might not be able to answer , because I don’t 
have all the answers, Mr. Chairman. 

Chairman Coir. Well, if any of the members have further questions 
that come to their minds after a restudy of your statement, we will 
get in touch with you, Mr. Potter. 

Mr. Porrrr. I certainly appreciate your interest, sir. 

Chairman Coir. Our next and final witness is Mr. Ruebhausen, 
representing the New York Bar Association, who was scheduled to 
appear yesterday or the day before and for some reason was unable to 
be here. 


STATEMENT OF OSCAR M. RUEBHAUSEN, CHAIRMAN, SPECIAL 
COMMITTEE ON ATOMIC ENERGY OF THE ASSOCIATION OF THE 
BAR OF THE CITY OF NEW YORK 


Mr. Ruesnavsen. I am sorry if I caused any inconvenience. 

Chairman Corn. You caused no inconvenience. We welcome you 
here this afternoon. 

Mr. Rursnavsen. Mr. Chairman, my name is Oscar M. Rueb- 
hausen. I am appearing as chairman of the Special Committee on 
Atomic Energy of the Association of the Bar of the City of New York. 

We are a committee of lawyers. Our purpose is to promote among 
ourselves and others an understanding of the impact of atomic energy 
on our society. 
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You may be interested that, since our special committee was organ- 
ized 5 years ago, similar committees have to our knowledge been 
formed by the Chic: ago, Cleveland, Dallas, San Francisco, and Amer- 
ican Bar Associations. ‘There may be others as well. This, we think, 
is a healthy development, for we, as lawyers have no vested interest 
in atomic energy to protect. Our interest, like yours, is the Nation’s 
interest ; our concern, like yours, is the public welfare. 

M: ay I add that we ap proach atomic problems with no false con- 
fidence in our own wisdom. This is an area in which much informa- 
tion of necessity is not available to us and much that is available is not 
within our particular professional competence to evaluate. 

As we see it, the Nation is today in a period of transition in its 
policy for atomic energy. ‘The transition process looks to the day 
when, in the words used by Chairman Cole and Senator Hicken- 
looper in introducing the new amendments, there will be “a great 
new industry in atomic ene rgy. 

The challenge before the joint committee is to ch: art a course for 
national policy which will bring such a new industry into being and 
to do so as fast as possible without jeopardy to our security, our 
safety, or our existing institutions. 

It is no easy task which the joint committee has undertaken. The 
full implications of atomic energy are in many respects still far from 
clear. Moreover, the pertinent considerations " military, economic, 
and scientific strength are frequently competing, difficult to evaluate, 
and delicate to balance. 

We believe that the joint committee, in the approach set forth in 
H. R. 8862 and S. 3323, has acted wisely and well. While we reserve 
the right to differ on details, we thoroughly endorse the goals you have 
set and the route you have chosen to reach them. We see the new 
amendments as the first step—an interim step—in the transition 
process. We see them as a balanced mixture of caution and courage. 
There is caution in the licensing provisions where the hazards to 
military strength and public safety are real, and the requirements 
for peaceful atomic progress are far from certain. There is courage 
in the clear break with the exclusive Government monopoly and in 
the restoration of the tested benefits of our patent system for peace 
ful atomic matters. The Cole-Hickenlooper bill gives reassurance 
that atomic energy will not be closely held and narrowly used, reas 
surance that the system of private initiative which is at the heart of 
our economic, and hence our military, strength will now be put to 
work on the atom. 

We beileve that the Cole-Hickenlooper amendments lay a sound 
basis for the immediate future, a basis on which the Government and 
industry can move constructively forward while determining what 
other and further revisions in the legislation are required. 

There are many aspects of the proposed amendments that invite 
comment. Our special committee has felt the need to be selective— 
principally because of the limited time we have had since the amend- 
ments were released but also, importantly, because there are some areas 
where we lack much of the essential information. We propose there- 
fore to comment on only a few aspects of the amendments which seem 
of particular importance if the way is to be opened for a great new 
industry in atomic energy. We also propose to file with you a memo- 
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randum listing questions, comments, and drafting suggestions which 
we hope will be of some assistance to you and your staff. It had been 
my intention to file such a memorandum within a few days but since I 
understand a revised bill is about to be circulated, it possibly would 
be more useful if we waited and directed our detailed comments toward 
the revised bill. I shall be guided in this by whatever you believe will 
be most helpful. 
DECLARATION OF POLICY 


The declaration of national atomic policy has been completely re- 
vised in the Cole-Hickenlooper bill. As revised it is both the symbol 
of the new approach and the key to the interpretation of the new 
amendments. 

For the first time the declaration of policy contains an affirmative 
and explicit recognition of the capabilities of atomic energy for 
peaceful purposes. Moreover, it is one of the cardinal tenets of the new 
policy “to promote world peace, improve the general welfare, increase 
the standard of living, and foster our system of private enterprise.” 
No longer is this broad objective limited—as it is in the McMahon 
Act—either by the phrase “so far as practicable,” or by the dominance 
of military considerations alone. Moreover, the maximum contribu- 
tion is directed to be made to the general welfare subject only to the 
paramount objective of making the maximum contribution to the com- 
mon defense. The wording is affirmative and the emphasis is on 
achievement. 

We read the new policy as a legislative declaration that the use of 
atomic energy either for world peace or in a way which fosters our sys- 
tem of private enterprise is not inconsistent with making the maximum 
contribution to our common defense. Yet the declaration also contains 
the wise injunction that, should the use of atomic energy for the gen- 
eral welfare conflict with making the maximum contribution to the 
common defense, then the latter objective must be paramount. 

These are the twin cornerstones of policy which will guide the Com- 
mission, among other things, as it administers the new act( sec. 3), 
as it issues regulations “to effectuate the provisions of this act” (sec. 
103) and as it determines “pursuant to the provisions of this act” 
what restricted data may be published (sec. 11q). 

The new orientation of atomic energy to its peaceful purposes is, we 
believe, sound. Many sections of the bill, however, do not as fully 
reflect the new policies as we think you intended. Unquestionably this 
is part of the natural difficulty in amending an act which was differ- 
ently oriented. Thus, for example, section 141b still reads: 

b. That the dissemination of scientific and technical information relating to 


atomic energy should be permitted and encouraged so as to provide that free in- 
terchange of ideas and criticism which is essential to scientific progress. 


Would it not be preferably to revise the last phrase so as to encourage 
the free interchange of ideas essential not only to scientific but to in- 
dustrial progress as well? The same point can be made with respect 
to section 3b. 

There are other instances of this kind. Some of them will be men- 
tioned in the memorandum I plan to file as a supplement to this state- 
ment. 
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OWNERSHIP AND LICENSING 


The Cole-Hickenlooper bill represents a desirable break with the 
exclusive Government monopoly philosophy of the McMahon Act. 
Under the bill private ownership of production facilities, utilization 
facilities and source material is possible and a system for licensing 
such ownership is contemplated. Private ownership of special mate- 
rial, however, is expressly prohibited on the stated ground that 
Government ow nership is essential to our defense. 

The changes in the existing law are perhaps modest with respect to 
both ownership and licensing, but they are significant for the direc- 
tion they give to our national policy. No new atomic energy indus 
try can, or will, spring into being overnight under the new law. But 
a sound and conservative basis is established upon which we can begin 
building a domestic atomic industry. Congress can determine later 
what further changes in the law will be required to make such an 
industry flourish in the national interest. 

While there are numerous comments both as to details and as to 
language which have occurred to our special committee—some of 
which will be mentioned in the memorandum which will supplement 
my statement—there are only two propositions with respect to owner- 
ship and licensing which we should like to put before you now: 

First, it is not clear to us why Government ownership of all special 
material is essential to the common defense and security. 

Second, we believe it would be desirable at this time to simplify and 
clarify the licensing system contemplated by the bill. 


OWNERSHIP OF SPECIAL MATERIALS 


The requirement of Government ownership of all special materials, 
without any exceptions or flexibility, seems to us out of keeping with 
the basic policies and purposes of the Cole-Hickenlooper bill. 

Our special committee is puzzled as to how technical considerations 
of legal ownership can be essential to national security. We believe 
that everything required by national security as well as by considera- 
tions of public health and safety can be as readily achieved through 
regulation. 

The power to regulate the vital special materials is not dependent 
on legal ownership. Indeed, the very suggestion in this bill that the 
es power is so dependent would cast an unfortunate and we 
believe unnecessary doubt on the regulatory power asserted over other 
critical items such as production facilities, utilization facilities, by- 
product and source materials. 

Further, our special committee believes that as a means of control 
the absolute requirement of Government ownership of special mate- 
rials is a cumbersome device. It will place upon the AEC a burden- 
some commitment of indefinite duration to purchase all special mate- 
rial produced in private reactors regardless of whether there may 
be a national eS for such materials and regardless of the money 
which must be paid for them. We doubt whether such a future com- 
mitment was intended or is desirable. 

The AKC is required by section 107 to pay just compensation for all 
special materials lawfully produced in private facilities. No legis- 
lative standards of just compensation are provided and its determi- 
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nation could well be a major and time-consuming burden. The 
requirement of Government ownership also will necessitate additional 
appropriations. Some day these may be so substantial in size that 
they would act as a deterrent to the de velopment of an atomic industry. 
Might not the AEC be reluctant to issue licenses for production fac ili- 
ties if to do so would incur a large obligation for the purchase of spe- 
cial materials? 

Further, under the bill, the AEC may distribute special material to 
licensed companies at a fair price. 

If a company which produces special materials wishes to use such 
materials, either for further production, or for other purposes, will 
the fair price such a company has to pay to repurchase such materials 
be more, or less, or the same as the just compensation it receives? 
The bill does not say. If they are not to be the same, what is the 
justification for the difference? Will the efficient private producer 
of special materials receive the same just compensation as his less 
efficient competitor? If not, must he pay the Government for the 
repurchase of the materials he produces the same fair price which is 
paid by his less efficient competitors ¢ 

We fear that the requirement of Government ownership will di- 
rectly involve the AEC in the price structure and hence the business 
management of any future atomic-energy business and do so even on 
matters not related to national safety or national defense. At the 
least it will require considerable negotiation and bookkeeping which 
are not related to the objectives of national atomic policy. The injec- 
tion of the Federal Government in every case into the chain of legal 
title to special materials will interfere with the development of an 
atomic industry. 

There may, indeed, be many occasions when Geovernment owner- 
ship of special materials is necessary or desirable as a matter of 
national policy. We would not preclude such ownership in such cases. 
We urge only that the Government ownership not be an arbitrary and 
inflexible requirement of the basic law. We would suggest, therefore, 
that all special materials, like all production fac ilities, be owned by 
- Government except to the extent that private ownership is licensed 
by the AEC. Such an exception will not, we think, weaken any of 
the controls over such materials which may now or hereafter be neces- 
sary in the national interest. Yet such an exception would be consist- 
ent with the basic objectives of the bill and would provide freedom 
of action in the cases and at the times such freedom is desired. 

We think nothing would be lost and much can be gained by permit- 
ting either private ownership or private lease of special materials as 
the AEC may determine. 

LICENSING 


There are at least 11 separate licensing provisions in the Cole- 
Hickenlooper bill. Section 42 (a) permits the ownership of produc- 
tion facilities to be licensed; section 44 prohibits in effect the manu- 
facture or dealing with production facilities without a license; sec- 
tion 56 prohibits certain limited types of utilization of special material 
without a license although sweeping general prohibitions against the 
use of special materials without a license are found in ch: apter 10; 
section 62 precludes a number of types of dealing with source ma- 
terials without a license; section 71 contemplates a system of licensing 
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the use and distribution of byproduct materials; section 101 forbids 
dealing in various ways with utilization facilities without a license “~ 
also, similarly forbids the utilization of either special material « 
atomic energy; sections 102 and 103 require a special licensing “on 
cedure for certain nonmilité ary uses of or dealings with special ma- 
terial or atomic energy; section 105 broadly requires licensing for 
research and developme nt activities; section 108 calls for the licensit ig 
of operators; section 154 permits the licensing of commission-held 
patents; and chapter 17 has general licensing provisions applicable, it 
seems, to all licenses. 

Some form of licensing of most of these types of atomic activities 
seems clearly required at the present time. Our special committee 
would urge that all of the licensing provisions be assembled in one 
place and that uniform language be employed to describe what may 
or may not be done without a license. Similarly, the objectives of 
the licensing procedure, as well as the standards to be applied, see m 
to vary from section to section and it is not clear whether this is 
purely a matter of drafting or whether some substantive difference is 
intended, 

Although I wish if possible to avoid details, an example or two 
may be helpful. The bill, when dealing with production facilities 
and special materials, prohibits, among other things, a tre ansfer. Yet, 
in the case of utilization facilities, the word “tr: insport” seems to be 
substituted. Both words, “transfer” and “transport,” are used in 
the case of source materials. Is it intended therefore to require the 
licensing of all railroads and trucks before they may transport source 
materials or utilization facilities of any kind? How will this affect the 
jurisdiction of the Interstate Commerce Commission? Is such licens- 
ing really necessary to achieve the objectives of the act? If it is, 
should not licenses also be required to transport production facilities 
and byproduct materials? 

One other small example: In the case of source materials, the stand- 
ards for the issue and revocation of licenses (sec. 63) are expressly 
left. to the discretion of the Commission. Query, whether this express 
provision supersedes the more general provisions for revocation of 
licenses in chapter 17? 

We believe, therefore, that it is possible and desirable to clarify 
and simplify the licensing provisions of the bill. Specific suggestions 
to this end will be included in my supplementary memorandum. 

We should like to leave with you two other observations on the 
subject of licensing. 

Section 102 perpetuates the so-called 7b report of the McMahon 
Act as a prerequisite to the issuance of licenses for the nonmilitary use 
of either atomic energy or special material. Our special committee is 
sympathetic to the responsibilities and position of the Congress in 
this regard. Without knowing what type of atomic uses may in the 
future develop, or what protections the public interest may require 
in connection with such uses, we cannot say it is wrong to slow up the 
licensing procedure until the Congress has re an opportunity to 
review and, if needed be, to legislate. This, it seems to us, is en- 
tirely consistent with the great renpasalbility, had the Congress 
and, particularly, the joint committee must continue to exercise over 
atomic energy. 











400 AMEND ATOMIC ENERGY ACT OF 1946 


Yet, we wonder whether sufficient is not now known about the use 
of atomic energy for power to permit the Congress safely to entrust 
to the AEC the licensing of such uses without the necessity of the 
section 102 report. As a practical matter, section 102 may well mean 
a delay of more than a year before the issue of licenses in the 
ower field. We question whether such a delay is necessary or desir- 
able? Will it unduly slow up, for example, the development and pro- 
duction of packaged-power units which might even now, we under- 
stand, be profitably used in many areas? 

Our special committee urges a careful reconsideration of section 102 
as it applies to the power industry. We do not believe that the fears 
of the unknown, which in the final analysis are the justification for 
section 102, properly exist today in the case of power. We believe 
legislative standards for such licenses can be drafted now. 

Our second observation is directed to the revocability of licenses. 
There are many provisions in the Cole-Hickenlooper bill which bear 
on the duration and revocation of licenses. Section 109, for example, 
in the event of war or national emergency authorizes the President to 
suspend any licenses if “in his opinion such action is necessary to the 
common defense and security.” Further the President is authorized 
to recapture any special material found necessary to the common de- 
fense and security and to pay just compensation “for any damages 
caused by the recapture.” 

The need for such authority is clear, the authority is carefully 
limited to situations where it is essential to the common defense and 
security, and fair provision is made to compensate the licensee for any 
damages he suffers. Other sections of the bill, however, do not. offer 
similar safeguards. 

Thus section 121 revokes any action of the Commission, including 
licenses, to the extent it conflicts with any international arrangement 
hereafter entered into. There is no quarrel with the existence of such 
a provision, but should not some compensation be provided for the 
damages suffered by the licensee ? 

Even greater difficulties are presented by the general revocation 
provisions of sections 186 and 187. These sections make any license— 

1. Revocable for any false statement of fact appearing in the appli- 
cation for a license or in a subsequent statement required by the AEC: 

2. Revocable for any condition revealed by the application or any 
report or inspection which would warrant refusing a license on an 
original application—here the clear implication is that the AEC may 
be allowed at a later date to change its mind as to what facts warrant 
a license; 

3. Revocable for failure to observe the terms of the license; and 

4. Revocable for failure to observe any of the terms of the act or 
any regulation of the Commission—this includes regulations or amend- 
ments adopted even after the license issues and is not limited to mat- 
ters required by the common defense or national health and safety. 

Thus, all licenses would appear virtually to be revocable at the will 
of the AEC. They will be revocable moreover, for reasons wholly 
beyond the control of the most diligent licensee, and they will be 
revocable for reasons unrelated to the common defense and security 
or the Nation’s health and safety. Further, there is no provision for 
paying damages to the licensee upon the loss of his license. We seri- 
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ously question how healthy or flourishing an atomic-energy industry 
could be expected to develop under such conditions. 

We strongly urge that the revocation of licenses be limited to situa- 
tions of fraud or willful or knowi ing breach of the license, or — con- 
flict between the license and any regulation of the AEC or amend- 
ment of the act adopted for reasons of national defense or national 
health and safety. Further there should always be just compensa- 
tion for any special material recaptured and, if the license is suspended 
or revoked for reasons inherently beyond the control of the licensee, 
he should receive reasonable consequential damages. 

It seems to us that these changes are so desirable they should be made 
in the bill now rather than wait for the next series of amendments fol- 
lowing a report under section 102. 

In order to complete the discussion of the revocability of licenses 
some mention should be made of section 106 which authorizes the Com- 
mission to revoke any license if the AEC finds that the licensee has not 
within a reasonable time purged himself of a violation of the antitrust 
laws. We believe it is wrong to convert atomic-energy licensing into 
a mechanism for the general enforcement of the antitrust laws and 
particularly wrong to make the AEC the instrumentality for such 
enforcement. Not only would this add a new and foreign burden to 
the AEC’s already overwhelming tasks, not only would it inject a 
new Government agency into a complex field where the Department of 
Justice and the Federal Trade Commission already have major respon- 
sibilities, but it would in effect take the enforcement of the antitrust 
laws out of the courts. The determination of whether a licensee has 
purged himself of an antitrust violation should be made, if it is to be 
made at all, only by the court which declared the violation to exist. 
Otherwise, in the guise of “purging” himself a licensee may be made 
to cure not only what a court found to be a violation but also matters 
which the court may have refused to sustain as violations. If section 
106 remains in the bill it should be amended to provide that if the 
licensee does not purge himself, in the judgment of the court having 
jurisdiction and within a time fixed by that court, then the AEC may, 
in its discretion, revoke the license. 


PATENTS 


Just a word about patents. Our special committee endorses the 
Cole-Hickenlooper proposal to permit normal patent rights to be ob- 
tained in all atomic-energy inventions (subject, of course, to the 
general secrecy act relating to patent applications affecting the na- 
tional defense ) except for the use of inventions in we: upons and certain 
research activities. The vitality of our economic system is in no small 
measure a result of the incentives and protection afforded by patents. 
These incentives are particularly significant and the protection espe- 
cially important for the small enterprise. It is sensible therefore not 
to deny to atomic energy the stimulus and benefits of the patent system. 


INFORMATION POLICY 


The Cole-Hickenlooper bill has a number of new provisions relating 
to information policy which bear more or less directly on the growth 
of a new atomic-energy industry. We would like to discuss a few 
of them. 
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Of first importance is section 145 (c) which puts a 3-year life 
- classified data unless continued secrecy is then found to be required 
by the common defense and security. This is a good provision. It 
will stiffen the desire of the AEC to act on the classified data it holds. 
More important it will permit the AEC to test the continued classi- 
fication of such data by a new standard. The new standard is whether 
the common defense and security “require” continued secrecy. Dur- 
ing the first 3 years of its life virtually all atomic data will be pre- 
sumed to be sensitive data unless expressly found to be innocent by 
the AEC. After 3 years, however, such data will, in more tré aditional 
tashion, be presumed innocent unless there is a specific finding to the 
contrary. This is what we lawyers call a reversal of the burden of 

pre of. 

While our special committee endorses this proposal as a salutary 
one, we believe it requires some clarifying amendment. We suggest, 
for example, that it be made clear what is to be done about informa- 
tion which originated more than 3 years ago but which is still secret. 
Should not the AEC be authorized within, say, the first year following 
the adoption of the new bill, to review the classification of such data 
by the new standard? Further, we suggest that section 145 (c) 
specifically provide that the required finding is to be made by the 
AEC. The bill is now silent as to who is to make this finding. 

In this latter connection we have some concern over what may 
be a diffusion of classification responsibility between the AEC and 
the Department of Defense. Under section 143 (b) the classification 
of data relating primarily to military utilization is made the joint 
responsibility of the AEC and the Department of Defense. We be- 
liev’ it sounder to centralize the responsibilty for declassification of 
all restricted atomic data in one agency, the AEC. To require a 
joint procedure is to dilute responsibility, weaken administrative effec- 
tiveness, and add another real hurdle to the declassification process. 
Moreover, the authority of the Military Liaison Committee (sec. 27) 
would appear to be fully sufficient to protect the legitimate interest 
of the Defense Department in these matters 

We also believe that the bill should expressly and affirmatively 
give the AEC the power to declassify restricted data. Such a power 
is clearly to be implied but the power is of such importance we think 
it should be specifically granted. This becomes of particular im- 
portance if section 145b—the purpose of which is obscure to us— 
remains in the bill. Section 145b, you will recall, states that the 
AEC “shall have no power to regulate information other than that 
power specifically granted” by the fact. We urge accordingly, that 
a specific grant of the power to declassify be included in the bill. 

A related important question is presented by sections 3b and 141. 
Those sections refer to the program for the “dissemination of re- 
stricted data,” but it is not as clear as it should be that dissemination 
includes declassification as well. The phrase “dissemination of 
restricted data” might be interpreted as covering only the communi- 

cation of restricted data while it retains its classified status. We are 
conlinen this was not the intention and hence we urge that in both 
secions 3b and 141 the phrase be changed to read “the dissemination 
and declassification of restricted data.” 
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Section 190 also requires brief comment. That section bars the 
bringing of any action, civil or criminal, if the AEC and the National 
Security Council find that restricted data would nec essarily be in- 
volved. This is a drastic provision. There is in it no compensation 
to a person injured by a denial of access to the courts. No substitute 
procedure or tribunal is established to afford a hearing to aggrieved 
persons. There is no suggestion in section 190 that standards be set 
up to balance the relative sensitivity of the particular restricted data 
involved against the importance of the issue sought to be litigated. 

We believe it would be wise to amend section 190 to establish some 
special tribunal where aggrieved persons may be heard and relief 
obtained. Alternatively we suggest that such actions not be barred 
but merely suspended (along with the statute of limitations) while 
such data continues to be classified. We also believe it would be 
helpful to make it clear that the role of the National Security Council 
is not simply to concur in the fact that restricted data is involved 
but to concur that the particular data in question must continue to be 
classified as restricted. 

I should not conclude the discussion of information policy without 
a reference to sections 223d and 223e which make a person absolutely 
liable, without any fault on his part for the communication of re- 
stricted data. We are not certain we know the precise evil at which 
these sections are directed. We believe, however, that they may tend 
to inhibit the development of a new atomic industry unless their im- 
pact is softened. Under section 223d, for example, a fine may be 
imposed if a person communicates restricted data (whether or not he 
knows, or has any reasonable basis for believing, such data to be 
restricted) to a person who is not authorized to receive it—again 
whether or not there was any reason to believe such person lacked 
authority to receive it. We can conceive of situations where, unless 
the provisions are modified, persons may be unable to determine 
whether the data they have is restricted or whether the person they 
are turning to for guidance is authorized to receive it. We question 
whether so absolute and arbitrary a penalty is desired or proper. We 
recommend, therefore, that no penalty be imposed unless such a person 
“has reason to believe” not only that the data is restricted but that the 
person to whom it is communicated is not authorized to receive it. 

In conclusion, may I reaffirm our special committee’s belief that the 
development of a vigorous atomic energy industry is directly related 
to the quality and number of the restraints which the Government 
imposes. Restraint there must be, but a mature, responsible, and 
healthy industry can grow only if there he some real measure of free- 
dom. We are confident that the need for freedom can be reconciled 
with the compelling national requirements of defense, health, and 
safety. The Cole-Hickenlooper bill is an important first step in this 
process. We urge favorable action on such a bill at this session of 
Congress. 

These hearings are building up a legislative history of great sig- 
nificance to the bar, to industry, and to public officials. I hope that, 
as you have done on occasions in the past, you will include in the 
published record of these hearings such portions of your executive 
sessions on the pending bill as do not involve restricted data. In that 
way a fully informative record can be made available to everyone 
who is—and all of us should be—concerned with this important issue. 
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Thank you for permitting me to put these views before you. 

And I apologize for the length of my statement. 

Chairman Coie. You need make no apology, sir, because the con- 
tents of your statement were very, very good, indicating that you and 
your committee have spent a good deal “of time and careful thought 
in the consideration of this bill. I compliment you for your state- 
ment, sir. 

Are there any questions from any of the members of the committee ? 

Senator Hickenlooper ? 

Senator HickenLoorrer. Mr. Ruebhausen, I think you have sub- 
mitted a most constructive criticism of this bill. 

Mr. Rursuavsen. Thank you, sir. 

Senator HickENLoorer. I may or may not agree with you on some 
of your criticisms, but they will be very helpful. 

i want to call attention to one particular novel suggestion which 
you made that, as I just said to Chairman Cole, merited at least look- 
ing on all sides of, and that is the rather unusual suggestion that in 
the case of communication of restricted data, some device such as post- 
poning a trial or raising the toll of the statute of limitations so long 
as the data were restricted might be considered. It is rather in- 
triguing. 

Mr. Rursnausen. It is a possible compromise, sir, if we have to 
have such a provision. 

Senator Hicken.oorer. I can see the possibility of some argument 
against that. The indefiniteness of the period of time during which 
a person might be in potential jeopardy might be argued to run afoul 
of the purposes of the statute of limitations in some ways. But it is 
very interesting. 

‘Tuere is one other thing I would like to ask you about, on the 
matter of communication of restricted data and your thought that 
it ought to be qualified, so far as any criminal activity is concerned, 
with the phrase or something to the effect of “having reason to believe” 
that it might be restricted data. What would you think about rais- 
ing this presumption, that is, that anyone who communicates restricted 
data or receives restricted data is presumed, subject to rebuttal, to 
have had reason to believe that it was restricted data? It reverses 
the burden of proof a little bit. I think it is so unique in criminal 
law, though, that presumptions are raised in cases subject to rebuttal 
by the defendant. Do you think that would do violence to our 
concept ¢ 

Mr. Rursuavsen. No, Senator Hickenlooper; I think that is a 
possible course. I think I would still be somewhat troubled to be sure 
that in every case the individual knew that he was receiving restricted 
data. I think your suggestion presupposes a document, for example, 
which is marked as restricted data or presupposes that a document has 
been handed to a person with the statement that it is restricted data. 

Senator HickenLoorer. One phase of this matter that bothers me 
is that in the technical defense against a prosecution of this kind, if 
you hold the Government to strict proof on the question that the 
defendant had reason to believe, then you might have a situation of 
this kind: Where you have 2 people who were working, let’s say, in 
the same area or the same laboratory or the same technical setup, and 
1 who had actually seen restricted data and knew, because he had seen 
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it, that it was restricted data, communicated, as a matter of his right 
under the clearance procedure, to another man in there who had never 
seen this document, and who, let’s say was not told by the communi- 
cator that it was restricted data, but nevertheless, in his position, by 
all reasonable standards, would be bound to know that it was restricted 
data. I could envision some difficulty there. This fellow might say, 
“Nobody showed me a paper. Nobody told me it was restricted data. 
How do I know it is restricted data?” If you put the pr esumption 
that he had reason to believe on the charge; that is, if that presumption 
obtained against the defendant unless he disproved it himself or pro- 
duced reasonable proof that he had no reason to believe it was re- 
stricted data, something might be worked out along that line. 

Mr. Rueswavsen. One other way perhaps of getting at it, and 
maybe this is just a difference in words, would be to say that the person 
had reason to believe or knew or should have known by virtue of the 
facts surrounding his receipt of the data, that it was restricted. I 
think I would be slightly happier with that than the presumption. 

Senator Hickentoorrr. It is a very difficult situation to reach. I 
will admit that. There probably should be a solution to it. It is one 
of the things we will try to find if there is a practical solution. I am 
sure the committee doesn’t want to do violence to anybody’s rights, but 
at the same time we don’t want people willy-nilly doing violence to the 
security of the United States. 

That is all, Mr. Chairman. 

Chairman Core. On that point, Mr. Ruebhausen, don’t you think 
that if a person’s position is such that he is authorized to receive 
restricted data, it means that he has reason to believe that the infor- 
mation given to him is restricted data? The mere fact of his position, 
of his access, is sufficient to constitute a reasonable basis for believing 
that the information that comes to him is restricted data? 

Mr. Ruesnavsen. If it comes to him in the context of his position 
and in the normal way in which restricted data was coming—abso- 
lutely. I would have no difficulty with that myself. But T can see 
the Senator’s problem. The problem of court proof may be a lot 
harder than being sure yourself that the particular individual had 
reason to believe it was restricted data. 

Chairman Cots. Are there other questions? 

Representative Hinsnaw. Mr. Chairman, I maintain that by the 
time of this 3-year declassification, nobody is going to know ‘what 
is restricted data and what is not restricted data. And the only rea- 
son you will know it is restricted data is the paper that has come to 
you in the last half hour or so with, stamped upon it, the words 
“restricted data.” I think the whole situation is rather complex from 
the standpoint of anyone who is charged with it, and I rather believe 
that under the present plans anyone will be required to know by virtue 
of having a signed clearance on the part of the person he communi- 

cates to that he is cleared to receive anything that is said, and also that 
by having the matter cleared with the Atomic Energy Commission the 
man will know the thing he is about to say is declassified and is no 
longer restricted data. I think it is most confusing. 

Chairman Cote. Are there any other questions? 

Representative DurHam. Do you think it would be possible, or 
would it be reasonable, for a physicist who has of course full knowledge 
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of practically all of these developments, who has never had contact 
with the AEC, who has never seen a classified document, to write an 
article in a newspaper which could be construed as being classified 
material? It looks to me like it is possible. And that is the point 
that worries me so as to this “has reason to believe.” I do not know how 
you are going to get at it, because I think it is one of the most difficult 
problems we face in the whole writing of the act. I mean by that that 
if we write it to the point where we are going to let people freely receive 
some type of information, I think we will not reach the goal which 
we are trying to accomplish here. 

Mr. RursHavsen. [am very troubled by it, too, sir; but I don’t have 
any very good suggestions. One other possibility is to write into the 
law some such phrases as “He who willfully or recklessly communi- 

cates data whic h may be restricted data to a person who turns out to 
be authorized ° *.” Tt is the complete absence of any exception for 
the wholly feanelal communication which bothers me. Maybe we 
have no other alternative than to penalize the innocent with the guilty. 
But before we do it, it isa very drastic step, and I know the committee 
will search for ways to soften it. 

Representative Durnam. It will have to be studied very carefully. 

Representative Hrnsuaw. Mr. Chairman, I would like to point out 
that there is a great deal of information that is being published these 
days in magazines and otherwise which ordinary people including 
yourself and myself who are connected with this problem would have 
reason to believe are restricted data, and yet we find it published in 
magazines. I don’t know whether those items that are published in 
the magazines or papers or whatever have been cleared before they 
have been published or not or whether it is going to be required that 
every scientist who makes a communication for publication in a science 
magazine shall have that article cleared by the Atomic Energy Com- 
mission or not, but it seems to me that we are getting to the position 
where so much of it is declassified that we had better confine ourselves 
to the type of information that we are talking about, and take it in 
several sections perhaps. 

The first is weapons information, and the second is information hav- 
ing to do with the manufacture of weapons, and so forth, and then 
perhaps we get into the general subject of science after that. I do not 
think you can wrap this all up into one package and have the effect of it 
not. be tremendously drastic upon an innocent person. 

Chairman Cote. Are there other comments or questions ? 

Representative Hotirrmenip. Mr. Chairman ? 

Chairman Core. Mr. Holifield. 

Representative Hotirrmerp. Mr. Ruebhausen, I am also concerned 
with this particular subject of declassification of restricted data, 
particularly in view of the all-inclusive meaning of the word “design” 
in the definitions section, particularly using the word “design” in the 
restricted data section. It seems to me that it covers almost the com- 
plete field of research and development as well as application. And 
then placing the punitive section with relation to these people—it 
seems to me that it does present us a real problem. I believe with 
Congressman Hinshaw that there are a great many articles that are 
printed today in different magazines which, in effect, too, reveal either 
speculatively or from some source that I know not of, restricted data 
which I could not, as a member of the committee having access to 





AMEND ATOMIC ENERGY ACT OF 1946 407 


knowledge, get up and put my stamp of approval on as a magazine 
article. 

Now, that is the situation. There is a lot of restricted data that has 
been printed and is therefore in the public hands, and people might 
repeat it to each other or even print it in magazines, and so forth, 
which might bring them under the punitive provisions of this act. 
And this is a very dangerous matter and a matter of great concern 
to the scientists. So I appreciate your bringing that to our attention. 

I want to comment briefly on the licensing. — have brought to 
our attention again, as others have, that there are 11 separate licensing 
provisions, and I agree with you that possibly | section on licensing 
compiled in such a way that the standards would be set up clearly and 
plainly in 1 section might be a better way of handling it. And you also 

rought up the revocability of licenses. And there again I agree with 
you that the revoking of licenses should be done for cause, and on 
very clear criteria, which should provide for an appeal to the courts 
on such revocation. I think if we expect private industry to invest 
$30 million, $40 million, or $50 million we have got to give them a more 
stable safety factor in the revocation of licenses. 

I notice you brought out the lack of damage provisions to private 
investors in case it was necessary for the Government to recall the 
source material or special material. And I think that is a point well 
taken, too, because it is obvious that if any private industry faces the 
recalling of source or special material in the case of emergency, they 
would be entitled, I think, to damage provisions. 

Now, notwithstanding the fact that you brought out a great deal 
on the licensing provision, you expressed no fear at all of discrimina- 
tory licensing 1 in the first instance. You made no comment upon that. 
Was it your assumption that applicants for licenses, all applicants, 
would receive licenses, and there might not be some who felt them- 
selves aggrieved at not receiving them ? 

Mr. RursHausen. Are you suggesting that because of the insufli- 
cient supply of special material, for example ¢ 

Representative Hotirimtp. It could be that. It could be because in 
any given time, due to the large amount of money that would be needed 
to make an investment in a reactor, there would be only a few that 
could go into it at one time, say, within the next 5-year experimental 
preiod; that there would be only a few that could raise $40 or $50 
million apiece to go into this, and therefore there would be a limited 
number that would have access to an actual license. 

You gave us no testimony in regard to having those licenses re- 
viewed by a court of equity or some provision whereby we could assure 
the one who was denied the license the right of appeal as to why he was 
denied. 

Mr. Rugesyausen. Mr. Holifield, I did not comment on it, because 
it did not seem to me at this particular juncture the problem of 
discrimination was a real one. Any licensing system, I suppose, 
automatically infers the power to exclude, and that some people would 
not be able to get licenses. I assume that the Commission would give 
licenses, or exclude people from licenses only in accordance with 
standards which were set up in the law and w hich were fair standards 
or required by the situation which may exist from time to time. 

Representative Hotirmetp. Well, we are writing a bill that is sup- 
posed to put those standards in, or put in the authority to set up the 
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standards, and we are also writing a bill which would provide for 
review in case review was allowed. So that is something we have 
to consider, you see. We cannot postpone that consideration. 

Mr. Revusnavusen. I agree with that. I think the suggestion for a 
review board or a special court to pass upon the licenses is an excellent 
one, and I personally would endorse it. ‘The statement of our special 
committee did not discuss that particular point, but I have no doubt 
that they would go along with me on that, too, sir. 

Representative Horirrecp. Of course, I realize that there are a 
number of sections of the bill that you have not testified on, and I 
assume that is because you either were not interested in these sections 
primarily, or you did not have the time to study them. 

Mr. Ruesuavsen. It is more the latter, sir. I can say we were 
keenly interested in every section of this bill, but we did find it neces- 

sary to be selective. I hope to make up some of the deficit when we 
get the redraft of the bill. We will try to comment as intelligently as 
possible on all the sections of the redrafted bill. 

Representative Horirretp. When there is a redrafted bill, you want 
to have an opportunity to see it and analyze it and to give e the benefit 
of your counsel to the committee on it ? 

Mr. Ruesuausen. We would appreciate the opportunity to do that 
very much, sir. 

Representative Horirmip. Now, I notice that you, I believe, ex- 
pressed the principle that you were willing to rely on the antitrust 
provisions to prevent any monopoly abuse in this new industry; did 
you not ? 

Mr. Ruesnausen. Yes. I put it in the reverse way, I think, sir, 
that I would not make the AEC the instrumentality for enforcing 
the antitrust laws in general. 

Representative Hoririretp. But if the AEC is given the privilege of 
licensing a limited number of people, it is obvious that they may also 
have the power to set up something which would tend to be a semi- 
monopoly pattern. And in view of that, and in view of the fact that 
this is a new industry that we are just legislating for now, wouldn’t 
it be better to carry over some of the language which would direct the 
Commission to grant the licenses in such a way that there would not 
be a monopoly set up? In other words, preventive language, in the 
place of allowing them to go ahead and foster a monopoly and then 
letting the aggrieved come in later, and try to apply the law to a 
situation which might be bad. 

Mr. Rursnavusen. The general principle is one in which I think we 
can concur, namely, that to the maximum extent possible any licensing 
system should be broadly based, so that the maximum number of in- 
dustries, large and small, have an opportunity to participate. 

Representative Honirrerp. But you know that just exactly that 
language has been deleted from the old bill, and that no compensatory 
language has been put in the new bill, do you not ? 

Mr. Rurewavsen. I thought the language that was deleted had a 
somewhat different context, sir. 

Representative Horirret. I believe the language, without referring 
to it exactly, said in effect that the Commission should grant as many 
licenses as possible, or as wide a licensing program as possible, in one 
section of the old bill. 
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Chairman Corr. May I interrupt to ask that you identify it, so 
that we can put it back in? Because certainly that is a goal. If it 
was omitted, it was unintentional. 

Representative Hortrrecp. I do not have it at my fingertips right 
at this moment. I will supply that later. 

Licensing, I assure you, is in the McMahon bill, which sought to 
have as wide licensing as possible, and other language was in there 
to prevent the formation of monopoly. You would have no objection 
to the language maintaining that principle, which we are all, 1 think, 
and in accord with, would you? 

Mr. Rvuesnavsen. I would have no objection to language which 
would serve as a standard or injunction to the AEC to have the widest 
possible licensing in the fostering of competitive private activity in 
this field. 

Representative Hoirrretp. Now, I notice you take a different posi- 
tion on the patent provision, than what I believe to be the American 
Bar Association’s position. I think in testimony they gave before us, 
they indicated that they would not be averse to a 6-year interim period 
of compulsory licensing to these limited recipients of license; so that 
such sdventng as they might obtain during this interim period might 


be passed on to all of American industry. That was their position, | 
believe. And you take the position that that is not desirable, and that 
you would prefer that these limited recipients of licenses to participate 
in this art be given the right of normal restricted patents. 

Mr. Rursnavsen. If I may put it slightly more affirmatively, we 
take the view that the normal patent system should apply in the field 
of atomic energy without the requirement of coun 


sory licensing 
even on the tentative interim basis which the American Bar Associa- 
tion and I believe the President suggested. We take that viewpoint, 
because we feel that is the place where we should end up, and we fee 
confident that. ending up there will be in the national interest. 

Representative Honrrre vp. If 50 qualified applicants for licenses 
were put in the position of competing for 10 licenses, you would feel 
that those 10 should have the right, in the coming interim period, of 
obtaining normal patents, and that the other 40 should have to pay 
them royalty fees for such patents as they patented during the interim 
period ? 

Mr. RuesHavseNn. You pose a very interesting problem, sir, and 1 
would like to answer it this way, if I may 

Representative Hou:rrerp. Could you answer the question “Yes,” 
and then explain it, or “No,” and then explain it ? 

Mr. RuesHavsen. I would not favor the result you posed, if I 
understand the question correctly, sir: 

Representative Houtrieip. Is that not what would happen if those 
10 were allowed normal patenting rights? Would they not have the 
right to patent certain devices and processes, and then would it not 
be their prerogative as to whether they would license their competitors 
to use those patents or not? 

Mr. Ruresnausen. Not necessarily, if I understand you, sir. 

Representative Hoxirtecp. Is there any doubt about your under- 
standing of my question? If there is, I will repeat it to you. 

Mr. Ruresnavusen. Yes. Would you mind, sir? 

Representative Hoxirrerp. If those 10 companies that receive 
licenses—40 having been excluded—build reactors during the next 
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5 years, or 6 or 7 years, or something like that, and operate them, and 
during that process of building and operation they naturally obtain 
advantageous know-how, and there comes about some patentable dis- 
covery, under your advocacy, those people would be allowed to get a 
normal patent; is that not tr ue? 

Mr. Ruesnavusen. They would, sir; yes. 

Representative Howirretp. And does not a normal patent also 
contain the right to exclude others from using, unless they pay the 
royalty which ‘the patentor requires ¢ 

Mr. Rvuesnavsen. That is correct, sir. 

Representative Hotirrep. Then your answer is that you would grant 
those people that right, and then it would rely on their benevolence 
as to whether they would let others use it on a reasonable or an un- 
reasonable basis, or at all, would it not ? 

Mr. RuesHavusen. When I say I would grant them that right, I 
would as far as the law is concerned. 

Representative Ho.irtetp. You would what ? 

Mr. Ruesnavsen. I would grant them that right as far as the basic 
law is concerned. I think there is a second question of extreme im- 
portance here to the AEC when it issues licenses. And if it issues 
licenses only to a close group that has been inside the stockade for a 
number of years, and does not issue them broadly, the AEC may 
feel compelled, as a matter of sound national policy, to put in provision 
of a compulsory kind, or require royalty-free licenses, or other pro- 
visions in the license which will achieve the national objective. 

But in the bill, sir, it would seem to me, where we are trying to set 
up a patent system which will apply not only to the insiders but to 
the outsiders, not only to the big companies but to the small com- 
panies, we should mi ake it clear that if an outsider should make some 
invention in the nuclear field—maybe this is fanciful, but if he 
should—he should be permitted private patent rights, and his inven- 
tion should be licensed. Only in that way, can we really stimulate 
the big fellow and the little fellow to compete effectively. 

Teen ye Houtrre.tp. But do you not see that in granting the 
AEC the permissive discretion to do that, we, as guardians of the 
public interest, are leaving a field of possible abuse which we should 
protect untouched by our legislation. 

Mr. Ruresuausen. No. I wouldn’t think so, sir. I would say you 
are legislating constructively. 

Representative Horirtetp. You would leave it up to the benevolence 
of the Commission as to whether they would put any kind of clauses 
in their contracts which would protect the taxpayer in that case, 
would you? 

Mr. Rursuavusen. Yes. It is my recollection, sir, that this is a 
problem which the Government has faced all during the war period 
and at any other time, in contracting with private contr: uctors to do 
research, wholly apart from the field of atomic energy. The Gov- 
ernment has had to face the policy question of what kind of patent 
provisions to put in their contracts, or, if you will, in their licenses. 

Representative Horirietp. That is true. And the AEC has put 
patent-restriction provisions in their contracts which have protected 
the Government interests over the years. But they did that as a re- 
sult of the law. And now we are deleting that from the old act, 
and we are failing to put it in the new act. And some witnesses be- 
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fore this committee have testified (hat they also want those provisions 
deleted from contracts. So we are facing a principle here which has 
to be written into law, or the public interest is left unprotected. 

Mr. Ruesuavsen. I was addressing myself to the basic law, sir. 
And our committee endorses the maximum flexibility given unde 
the proposed amendment. But I was not testifying or directing 
myself to what particular policy should be followed by the AEC 
in its contracts, in its research and development contracts, or in its 
licenses. 

Representative Horirrerp. Well, you were, of course, whether you 
know it or not, when, in the section of your statement on patents, 
which I notice is very short, less than a page, you affirmed the pre 
posal to permit normal patent rights in the ( ‘ole-Hiclzenlooper bill. 
And so, you, of course, were testifying on that point. 

Mr. Rursuavsen. I do as far as the bill goes: yes, sir. 

Representative Hotirretp. That is why I am questioning you on 
the point. Because we are writing a bill, and we want to protect the 
public interest to the maximum, while giving private industry also 
the right to participate in an equité an way. 

I think your testimony as a whole, sir, has given us some very good 
points. 

Mr. Ruesnavusen. Thank you, sir. 

Representative Ho¢.ecerp. Thank you. 

Chairman Cote. I want to thank you personally and on behalf of 
the committee, Mr. Ruebhausen, for the very fine expression you have 
made and the obvious work and thought that you have devoted to the 
problem. 

I suggest it might be more helpful to us if you await our revision 
before you submit yours because I have observed from listening to 
your statement that you have reiterated criticisms which other wit- 
nesses have raised, some of which I am sure will be reflected in our 
revision. 

Mr. Ruesuavsen. I am sure we will save time if we do that. 

Chairman Core. We will see that you get a copy of the revised 
edition and will welcome your comments. 

(The following was supplied later :) 


SUPPLEMENTARY STATEMENT OF SPECIAL COMMITTEE ON ATOMIC ENERGY OF THE 
ASSOCIATION OF THE BAR OF THE CITY OF NEw YORK 


The special committee on atomic energy of the Association of the Bar of the 
City of New York desires to supplement the testimony submitted on its behalf 
by its chairman, Oscar M. Ruebhausen, on May 17, 1954, by putting before the 
Joint Committee on Atomic Energy certain additional specific comments and 
suggestions with respect to the clean committee print dated May 21, 1954, of 
H. R. 8862 and its companion bill S. 3323. These additional comments and 
suggestions are: 


CHAPTER 1. DECLARATION, FINDINGS, AND PURPOSE 


1. Page 2, line 14: Should not the word “utilization” be changed to “use” 
to conform with lines 1, 6, and 13 on page 2? 

2. Page 2, line 17: The phrase “the property of the United States” is too 
broad since it refers to all property. We believe the bill intends to refer only 
to certain specific types of property such as source materials, special nuclear 
materials, production facilities, utilization facilities, and byproduct material 
owned by the United States and we suggest that these limited types of property of 
the United States be specifically referred to. 
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3. Page 4, line 8: The word “maximum” should precede the phrase “scientific 
an industrial progress” to conform with sections la and 3a of the bill. 

4. Page 4, line 13: Should not the phrase “national walfare”’ be changed to 
the phrase “general welfare’? 


CHAPTER 2. DEFINITIONS 


5. Page 6, line 21: Should not the word “models” be included in the definition 
of “design”? 

6. Page 8, line 23: The phrase “declassified or removed from the restricted 
data category” should be revised to “declassified and removed, etc.” since 
section 142 does not contemplate a declassification except as part of a removal 
from the category of restricted data. 

7. Page 9, lines 13-16: In order to avoid defining a verb as a noun, we suggest 
that the lines be revised to read: “u. The term ‘undertake’ as used in sections 
222 through 225, inclusive, means to engage in an act which is directed toward 
the commission of a violation of the provisions of these sections and which 
follows, etc.”. 

8. Page 9, line 21: Since Puerto Rico has now acquired Commonwealth status, 
it is not a territory or possession of the United States and should be specifically 
referred to. 1 

CHAPTER 8. ORGANIZATION 


9. Page 10, line 9: The chapter number is 3, not “30”. 

10. Page 10, lines 18 and 19: The phrase “as principal officer of the Com- 
mission” should be deleted. If the purpose of the phrase is merely to confirm 
that the Chairman has the authority of a chairman, the phrase is unnecessary. 
If, on the other hand, the purpose of the phrase is to change the existing form 
of commission organization in some way, the scopé:\i the change should be 
clearly and affirmatively stated. While at some future date a change from a 
commission form to a “line” organization may be appropriate, we doubt whether 
lit is desirable to make such a change as long as secrecy is a dominant character- 
istic of the Commission’s operation and the accountability of the Commission 
to the public is limited. 

11. Page 13, lines 9 to 23: Does the specification of two nonprogram divisions 
raise the inference that these are to be the only nonprogram divisions? Should 
there not be a provision authorizing the Commission to establish such other 
nonprogram divisions as it may determine from time to time to be necessary to 
the discharge of its responsibilities? 

12. Page 15, line 19. Should not the word “design” be inserted preceding the 
word “manufacture” so as to make the phrase consistent with that used else- 
where as for example in section 11r of the bill? 

13. Page 16, lines 22 to 25: Would it not be more in keeping with his role as 
the chairman of the military liaison committee to provide that the chairman 


should be a civilian? 
CHAPTER 4. RESEARCH 


14. Page 18, lines 9 to 18: It would be preferable to delete these lines and add 
to the chapter on general authority (ch. 14) general provisions granting author- 
ity to the Commission to enter into contracts and other arrangements and to do 
so without regard to section 3709 of the Revised Statutes. Similarly, general 
authority should be given to make partial advance payments, etc. If this course 
of procedure is followed then the numerous repetitive provisions of, for example, 
sections 31b, 42b, 44, 55, and 66 of the bill could be eliminated. 

15. Page 19, line 5: The last two words “this section’ should be revised to 


“section 31.” 
CHAPTER 5. PRODUCTION OF SPECIAL NUCLEAR MATERIAL 


16. Page 19, lines 16 to 19 should be revised to read as follows: 
“Seo. 41. Prohibition. No person may own any production facility except to 


the extent authorized by section 42.” 

We believe that the intent of the prohibition is to preclude ownership—other- 
wise the prohibition is repetitive of section 101, and the reference to section 
42 is vague. 

17. Pave 21, lines 8 to 15 may be deleted. This is the same suggestion as that 
made in No. 14 above. 
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18. Page 21, lines 16 to 21: We question whether these lines as presently 
worded, are fully consistent with the policy and purpose of the revised bill. 
The sentences in question when considered together with related sections (such 
as secs. 106c and 109c) seem designed to limit rather than encourage the full 
development and utilization of atomic energy for both peaceful and military 
purposes. Should not the maximum practicable quantities of special nuclear 
material be produced each year? If so, then the sentence might be revised so 
as to provide only for a Presidential allocation of such material as between 
military purposes and licensees. 
Further, if the production of special nuclear material in facilities other than 
those owned by the Commission (sec. 42c) is similarly to be subject to the Pres- 
i ident’s control and allocation of the quantities of such material so produced, 
then, lines 16 to 21, inclusive, should be made a separate subsection. 
14 19. Page 22, line 2: Would it not be helpful to add the word “possessing” 
; immediately after the word “producing”? 
20. Page 22, lines 9 to 16 should be deleted. This is the same point as in No. 14 
above. 
21. Page 23, line 7: Since the intent of the last sentence of section 45 could be 


; readily circumvented by a “transfer” of energy produced by the Commission 

3 to another Government agency, for example, the TVA, for commercial distribu- 
tion, we suggest that line 7 be revised to read as follows: “of energy for com- 

, mercial use, or engage in the transfer of energy to another person for resale, 

i retransfer, or distribution for commercial use, except such energy as may be.” 

j 

; CHAPTER 6. SPECIAL NUCLEAR MATERIAL 

; 22. Page 24, lines 1 to 5: For ease of reading we suggest that these lines be 


redrafted to read as follows: “days shall elapse while Congress is in session be- 
fore the determination of the Commission may become effective: Provided, hov- 
ever, That in computing such 30 days there shall be excluded the days in which 
j either House is not in session because of an adjournment of more than 3 days: 
And provided further, That the.” 
A similar change should be made in section 61 (p. 31, lines 18 to 20) and in sec- 
tion 123¢ (p. 49, lines 15 to 18). 
23. Page 24, line 10: The word “rights” should be singular. 
24. Page 24, line 23: We believe that a sentence should be restored to the 
bill permitting the Commission to authorize a person to retain possession of spe- 
; cial nuclear material he produces even though such person may not have title 
i thereto. This may be important in two respects: 

First, a producer, who is also a user, may produce special nuclear material 
of a grade and quality especially adapted to the use he proposes to make of it 
and some arrangement should be possible by which such a producer can, subject to 
overriding considerations of the national interest, retain the material he pro- 
duces and profit by his own initiative ; and 

Second, with such a provision it may also be possible to simplify the payment 
mechanics to permit payment for special nuclear material to be made in kind 
rather than in money. If this is done some of the objections to the exclusive 
Government ownership commented on in our original statement can be softened. 

Should not the Commission also be given express authority to establish 
guaranteed prices for special nuclear material comparable to that given by 
section 66 with respect to source material? 

25. Page 25, lines 7 to 9: Should special nuclear material not be distributed 
also for basic scientific research, whether or not under contract with the 
AEC? 

26. Page 27, lines 14 to 24, inclusive: These lines are repetitive of section 
183 and can be deleted. 

27. Page 28, lines 15 to 20: We believe that these lines do not fully reflect the 
new policy of the bill. We suggest, therefore, that these lines be revised some- 
what as follows: 

“f. The Commission is directed to distribute within the United States suffi- 
cient special nuclear material to permit to the maximum extent (but within 
the limitations set by the President pursuant to section 42) the development 
and conduct of peaceful uses of atomic energy.” 

28. Page 29, line 1: We suggest that this line be revised to read as follows: 
“tribute to basic research, to the development and conduct of peaceful”. 

29. Page 29, lines 11 to 19 should be deleted. See No. 14 above. 
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30. Page 29, line 28, and page 80, lines 1 to 3: We suggest that these lines be 
revised somewhat as follows: “shall take into consideration the use value of the 
special nuclear material to the producer thereof for any activity in which such 
producer is entitled to engage as a licensee under section 103 or section 104 as 
well as the value thereof for its intended use by the United States and may 
give such weight to the actual cost of producing such material as the Commis- 
sion finds to be equitable.” 

31. Page 30, line 14: We fear that the prohibition against “indirectly” engag- 
ing in the production of any special nuclear material outside the United States 
may prohibit a United States corporation or citizen from mining or processing 
source material in Canada, for example. We suggest that dealing with source 
material be expressly excepted from the prohibition. 


CHAPTER 7. SOURCE MATERIAL 


32. Page 31, lines 10 and 11: We believe that the power given the Com- 
mission to declare any material, whether it be brick, steel, paper, or paper clips, 
to be “essential” to the production of special nuclear material and hence, to be 
source material regulated by the bill, is too broad a power. We believe some 
of the limiting language of the McMahon Act should be restored and we suggest 
that lines 10 and 11 be revised as follows: “Commission must find that such 
material is peculiarly essential to the production of special nuclear material, 
as either a source or a component thereof, and must find that the”. 

Unless the broad authority of the Commission is limited, it might be argued 
that the Commission has the power to set up controls of all materials in short 
supply which are essential to the production of special nuclear material. We 
do not think that the Commission is the appropriate repository for so broad 
a power where the balancing of many competing national interests must be 
brought into play. 

33. Page 32, line 13: We think it helpful to revise this line to read: “and for 
the distribution of and to distribute source material within the United States to”. 

34. Page 33, line 13: The right of the Commission to charge for source mate- 
rial distributed by it should be confined to source material owned by it. 

35. Page 34, line 19: Should not the word “take” be deleted to make the phrase 
conform to that used elsewhere in the bill? 

36. Page 34, line 20: Should not this line be revised to read as follows: “wise 
acquire any interest in supplies of source material ;"’? 


37. Page 35, line 4 (et seq.) : See No. 14 above. 
CHAPTFR 8. BYPRODUCT MATERIAT 


38. Page 37, lines 10 to 21: For clarity, should not these lines be a separate 
section? 

39. Page 37, lines 10 to 12: This sentence constitutes, in effect, a prohibition 
against licensees distributing byproduct material except to other licensees. As 
now worded, this prohibition is both too broad and too narrow. 

It is too broad since it does not clearly allow distribution (contemplated by 
lines 21 to 24 on p. 37) of such classes or quantities of hyproduct material as 
the Commission may exempt from license. We suggest, therefore, that permission 
be given to distribute byproduct materials of such classes and in such quantities 
as the Commission may exempt from the requirements of license. 

The sentence is also too narrow in that the prohibition applies only to licensees. 
Since persons who are not licensees may also have byproduct materials, the 
sentence should be revised as follows: 

“No person may distribute byproduct material except (a) to applicants there- 
for who are licensed by the Commission to receive such byproduct material, or 
(b) such classes or quantities of byproduct material as the Commission may 
exempt from the requirements for a license in accordance with section hereof.” 

10. Page 37, line 21 ff: Should not this sentence which deals with a separate 
subject be made a separate section for the purpose of clarity? 


CHAPTER 9. MILITARY APPLICATION OF ATOMIC ENERGY 


41. Page 39, line 19: Is the phrase “national defense” something different than 
the defined phrase “common defense and security’? If not, should not the 
defined term be used? 

42. Page 39, line 21: Is not the permissive authority to the Armed Forces to 
produce, acquire, or manufacture a utilization facility at variance with section 42 
as well as the basic concept of civilian ownership and control of atomic energy? 
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CHAPTER 10. UTILIZATION Of ATO MIC ENERGY 


43. Page 40, lines 9 and 10: It is not clear whether the phrase “within the 
United States” modifies the word “person” or the listed types of activity. If, as 
we believe, the intention was to prohibit only those activities which take place 
within the United States, section 101 should be revised. This could be done by 
deleting the phrase “within the United States” and adding an express statement 
that the prohibition shall not apply to activities outside of the United States, 
Alernatively, section 101 might be revised as follows: 

“Sec. 101. Lic—eENseE Requrrep. It shall be unlawful, except as provided in sec 
tion 91, for any person to transfer or receive in interstate commerce within the 
United States, or to manufacture, produce, transfer, acquire, or possess within 
the United States, or import into or export from the United States, any utiliza- 
tion or production facility except under and in accordance with a license issued 
by the Commission pursuant to section 103 or 104.” 

44. Page 40, line 18: The requirement of a finding by the Commission of 
“practical value” before licenses may be issued erects an unnecessarily high 
barrier to the development of the peaceful uses of atomic energy. We believe the 
barrier can be lowered without defeating the intent of the section. For example, 
the phrase “to be of practical value” might be revised to read “to give promise 
of having practical value”. Clause (1) in section 103b provides, we believe, a 
sufficient safeguard against using special nuclear material in unproductive 
ventures at a time when the supply of such material is limited. 

We fear, moreover, that the “practical value” test, particularly when com- 
bined with the criterion of “usefulness” in section 53b, and the other broad 
powers and responsibilities of the Commission under the bill, may unduly retard 
atomic development when the supply of spcial nuclear materials becomes 
“adequate.” If the Commission is put in the position of passing judgment on 
the wisdom and the utility of each proposed new venture in atomic energy as a 
condition of the granting of the necessary licenses, a strong atomic-energy indus- 
try will be slow and hard to develop. 

45. Page 40, line 23: The words “general or specific” should be inserted prior 
to the word “licenses.” Elsewhere (see, for example, secs. 53b, 62, and 81) the bill 
expressly authorizes either general or specific licenses. A failure to have like 
authority in section 103 may take on an unintended significance—hence, we 
suggest that the phrase “general or specific” be used. 

46. Page 41, line 4: fhe chapter reference should be “16” and not “17”. 

47. Page 41, line 9: The use of the term “proportionate to” may cause the 
Commission considerable difficulty. We suggest, in lieu thereof, the phrase 
“taking into account.” This substitution will achieve the same result without 
requiring exactitude. 

48. Page 41, line 19: After the word “used”, insert the phrase “or disclosed.” 

49. Page 41, lines 22 to 25: This sentence is not as clear as it might be as to 
precisely when, or how often or for what periods of time a license may be renewed. 
We suggest accordingly that the section be revised as follows: 

“e. Each such license shall be issued for a specified period, as determined by 
the Commission, depending on the type of activity to be licensed and may be 
renewed from time to time provided however that at no time shall the date of 
expiration of the license be a date later than 40 years after the date of the issue 
or, if renewed, the last renewal of such license.” 

50. Page 42, lines 1 to 5: The meaning of this sentence is ambiguous. Is it 
intended that no person may engage in activities which are not under or within 
the jurisdiction of the United States? Or, on the contrary, does it mean only 
that no license is required for activities which are not under or within the juris- 
diction of the United States? We suggest that the intent should be the latter, 
and that the language should clearly so indicate. 

51. Page 42, lines 5 through 8: We suggest that this sentence be deleted. We 
believe that its purpose is more than covered in the sentence which immediately 
follows. We also believe that the discrimina‘ion against noncitizens and foreign 
corporations may deter the full development and utilization of atomic energy in 
this country, since it will discourage foreigners from putting their peaceful dis- 
coveries to work in our own country. Moreover, the prohibition does not seem 
to be in keeping with the spirit of the bill and its proposed international coopera- 
tion agreements. 

52. Page 42, line 11: We suggest inserting after the word “facilities” the phrase 
“or production facilities”. This will conform the language to the comparable 
provisions of sections 1045 and c. 
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53. Page 42, lines 20 to 23: We believe that the policy of imposing the minimum 
amount of regulation consistent with considerations of defense and public safety 
should apply not only to licenses for medical therapy, but to all licenses contem- 
plated by section 104. Unless this is clearly stated, the implication might arise 
that a contrary intent is evidenced in 104b. 

54. Page 43, lines 18 to 22: This sentence creates a further confusion as to the 
scope of regulations. No mention is made of considerations of defense or public 
health and safety. This failure may subsequently be viewed as significant when 
compared with section 104a which expressly refers to such considerations. 

55. Page 45, lines 1 to 3: We oppose as unsound making the Atomic Energy 
Act and the Atomic Energy Commission a means and the instrumentality of 
enforcing the antitrust laws on matters unrelated to atomic energy. We believe 
that the power in the Commission to revoke any license because of any violation 
of the named antitrust laws is too broad. If such revocation were limited to the 
extent needed to effectuate the broad purposes of the Atomic Energy Act, how- 
ever, our objection would be removed. We accordingly suggest that these three 
lines be revised to read as follows: 

“laws, the Commission may suspend, revoke, or take such other action with 
respect to any license issued by it under the provisions of this Act as the Commis- 
sion may deem necessary to effectuate the purpose of this Act.” 

56. Page 45, line 6: The word “fissionable’” should be changed to “special 
nuclear.” 

CHAPTER 12. CONTROL OF INFORMATION 


57. Page 50, lines 1 to 3: The policy as to dissemination and declassification 
of restricted data seems too narrowly stated when stated only in terms of the 
common defense and “to enlarge the fund of technical information.” What, for 
example, about scientific as distinguished from purely technical knowledge? 
What about industrial progress? And, further, what is the effect of this more 
narrow policy on the broader policy set forth in section 3? We suggest that these 
lines be revised as follows: 

“Restricted Data in such a manner as to effectuate the purpose of this Act. Con- 
sistent with such policy, the Commission.” 

58. Page 51, line 16: Is the phrase “unreasonable risk” intended to mean some- 
thing different from the phrase “undue risk” as used on page 50, line 23, and 
page 51, line 10? 

59. Page 53, line 20: Is the phrase “fabrication of atomic weapons” intended 
to have a meaning different from the phrase “manufacture of atomic weapons” 
as used in section llr? The same point should be made with respect to page 54, 
line 17. 

CHAPTER 14, GENERAL AUTHORITY 


60. Page 65, line 10: Is the phrase “national security” intended by way of 


distinction from the defined phrase “common defense and security”? 
CHAPTER 15. COMPENSATION FOR PRIVATE PROPERTY ACQUIRED 


61. Page 72, line 17: Why are the provisions for just compensation upon the 
taking of a production facility (sec. 44) or special nuclear materials (see. 55) 
not referred to? Should not the same mechanism for determining and paying 
just compensation be applied to the taking of production facilities and special 
nuclear material as is provided for source material? Should not it also apply 
to the just compensation payable on the taking of patent rights (see. 151)? 

In the same connection we refer again to the position we took in our initial 
statement wifh respect to the desirability of providing just compensation for 
the termination of a license without the fault of the licensee (for example, upon 
the execution of an international arrangement under see, 121, or the revocation 
or modification of the license under sec. 187). 

Further we urge again the provision of just compensation upon the taking of 
special nuclear material under section 186c (pp. 78 and 79). Compare in this 
connection the compensation provision in section 188. 


CHAPTER 16. JUDICIAL REVIEW AND ADMINISTRATIVE PROCEDURE 


62. Page 74, lines 10, 13, 16, and 18: The reference to “agency act” and “agency 
acts” should be respectively “agency.action” and “agency actions.” 

63. Page 74, line 12: At the end of this sentence the following words should 
be added: “and, unless otherwise provided, in every adjudication by the Com- 
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mission under this act an opportunity for a hearing shall be afforded the parties 
to the adjudication.” " we 
Under the bill it is not clear whether hearings are required. Unless hearings 
are so required, the hearings provisions of the Administrative Procedure Act 
will not come into play. , 
64. Page 74, lines 13 and 14: The phrase “national security and the common 


defense” should be changed to the defined term “the common defense and 
security.” oth 

65. Page 76, line 1: Insert after the word “material” the phrase “distributed 
or.” 

66. Page 77, lines 22 to 25: Beginning with the phrase “in the absence” and 
ending with the phrase “provisions of this Act,’ the language should be deleted. 
Before granting a construction permit upon which a licensee may rely for the 
expenditure of substantial sums of money, the Commission should at the least 
determine whether the granting of a license would be in accordance with the 
provisions of the act, It is neither feasible nor fair for the Commission to 
postpone decision on so fundamental a question until after the work has been 
done and the money spent. 

67. Pages 78 and 79: Provisions for the revocation and modification of licenses 
continue to be too broad and are open to the objections made in our original 
statement. 

68. Page 78, lines 20 and 24: In both of these lines, after the phrase “special 
nuclear material” there should be added the phrase “and byproduct material.” 
An appropriate related change would then be to delete in lines 14 and 15 on 
page 37 the clause “and shall recall or order the recall of any distributed material 
from any licensee.” 

69. Page 70, line 16: Change “and such facility” to “such facility and that it.” 


“ 


CHAPTER 19. MISCELLANEOUS 

70. Page 91, lines 16 and 18: The last part of this sentence, beginning with 
the words “except such as may be necessary”, should be deleted. For the first 
time, unless the words are deleted, a four-step congressional authorization and 
appropriation procedure would be required before there could be any acquisi- 
tion of real property or plant construction or expansion, no matter how urgent 
such action may be and no matter how small a sum may be involved. This is a 
matter which we understand was considered and rejected after extensive hearings 
2 years ago, 

Chairman Cote. That completes the schedule of witnesses for today. 

We have a hearing tomorrow morning, at which time we will hear 
one witness, Mr. Cohen, of the Walter Kidde Co. 

Representative Houirtetp. Mr. Chairman, before we adjourn, I am 
ready now to give to you the language which was deleted from the 
McMahon Act. It is in section 103, under the title of “Issuance of 
Licenses,” and the language is in No. (3) in the section where it says: 

“the Commission may determine necessary to encourage similar activi- 
ties by as many licensees as possible.” That was the language to which 
I referred. 

Chairman Coxz. Standing by itself, your interpretation is quite 
correct. But you must read the entire sect - 

Representative Hoxirimtp. Yes. Well, if it does not convey the 
meaning which I placed on it, of course Po my remarks are not 
pertinent. I have not read the whole section. 

Chairman Coxe. The elimination of the phrase to which you have 
just directed our attention now does not sau with it the implication 
which you indicated when you spoke on this pomt a while ago. 

Representative Houtirieip. Well, on this I will have to let the record 
stand for itself, because I cannot remember exactly all the details in 
the record. 

Chairman Cox. Let us make the record complete on it. The present 
law says that the Commission is authorized and directed to issue 
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licenses on a nonexclusive basis and to supply to the extent available 
appropriate ™ antities of special material to licensees—and it jumps 
down to No. (3)—“who agree to make available to the Commission 
such eokotral information and data concerning their activities pur- 
suant to such licenses es the Commission may determine necessary 
to encourage similar activities by as many licensees as possible.” 

Representative Horrmrp. That is right. I will let the language 
stand. 

Chairman Cote. Thi at has been stricken out, “to encourage similar 
activities by as many licensees as possible,” and in the place of that 
has been inserted “to promote the common defense and security and 
to protect the public health and safety.” 

bet amt Houirievp. That is right. And it is to that point 
that I direct my remarks, and I am willing to let the record stand 
as to the meaning of my reference. 

Now, reference has been made today to a clean draft of the bill. 
When will that clean draft of the bill be ready for the use of the com- 
mittee and also for the use of witnesses who have appeared before 
us? Is the chairman ready at this time to say ? 

Chairman Cotr. The Chair is ready to express a hope that a revised 
edition will be available within the next 2 or 3 days. 

Representative Houtrretp. And will copies of that revised draft 
be sent to the different witnesses that have appeared before the 
committee ? 

Chairman Core. I have not even thought about it. I assume, of 
course, that should be. I do not know any reason why it should be 
withheld from them. 

Representative Horirrerp. Thank you. 

Chairman Coir. The meeting is adjourned. 

(Whereupon, at 4:23 p. m., Monday, May 17, 1954, the hearing 
was adjourned until 10 a. m., Tuesday, May 18, 1954.) 
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3323 AND H. R. 8862, TO AMEND THE 
ATOMIC ENERGY ACT OF 1946 


TUESDAY, MAY 18, 1954 


ConGREss OF THE UNITED STATES, 
Joint CoMMITTEE ON ATOMIC ENERGY, 
Washington, D. C. 

The joint committee met at 10 a. m., pursuant to recess, in the 
caucus room, Old House Office Building, Hon. W. Sterling Cole, 
chairman of the joint committee, presiding. 

Present: Representatives Cole (presiding) and Holifield. 

Professional staff members present: Corbin C. Allardice, executive 
director; and Walter A. Hamilton. 

Chairman Cote. The meeting will come to order. 

Our witness this morning is Mr. Cohen, a representative of the 
Walter Kidde Nuclear Laboratories, who was unable to present his 
testimony at an earlier meee when he was scheduled to appear. 

Is Mr. Norton with you? 

Mr. Conen. No; he is not. 

Chairman Cote. Go ahead, Mr. Cohen. 


STATEMENT OF KARL P. COHEN, VICE PRESIDENT, WALTER KIDDE 
NUCLEAR LABORATORIES, INC. 


Mr. Conen. I am appearing before this committee, as I have in 
the past, as a representative of small business. I represent Walter 
Kidde Nuclear Laboratories, which hopes to play a worthy part in 
the future nuclear-energy industry. 

Progress in the development of economic atomic power is unsatis- 
factory. The direct responsibility for this slow progress lies in the 
McMahon Act, which requires a Federal agency to be the dominating 
influence in the development of a new industr y. The proper vehic le 
for the development of atomic power is private industry. 

In fact, commercial atomic power without an independent atomic 
industry is a contradiction in terms. Therefore, to achieve com- 
mercial atomic power, we must first establish a nuclear power indus- 
try which has an independent economic base and is self-sustaining— 
without subsidy. 

We are not developing the proper kind of atomic industry now. 
The industry which is being developed, by men of good faith and 
good will, through the application of the McMahon Act, is like no 
other American industry. The atomic energy industry, although 
one of the largest dollarwise in the country, has not seen the devel- 
opment of new enterprises of any appreciable size. Every other 
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sizable American industry is characterized by companies special- 


izing in that field : Steel, aluminum, oil, automobiles, airplane engines, 
airframes, chemicals, communications, electric power, electrical equip- 
ment, and so forth. And although some companies have activities in 
many fields, rarely are they the pacesetters in more than one. It is 
a gross misreading of economic history to believe that a whole new 
industry can be created by a mere extension of the activities of existing 
enterprises, to whom atomic energy is a side issue. 

Yet the major share of the development of atomic power now is 
either in the hands of Government laboratories, or subsidized giant 
corporations whose profit-making interests lie outside the atomic 
energy field. 

This occurs because the Atomic Energy Commission is not con- 
cerned with the pattern of the future atomic-energy industry, but 
with solving the technical problems such an industry will eventually 
meet. 

I do not criticize the Atomic Energy Commission, whose main re- 
sponsibility is the production of weapons, and whose policies and 
practices are set up for this purpose, for not inventing a whole new 
set of policies for the civilian power field. It is the Atomic Energy 
Act which prevents the normal development of industry and conse- 
quently fosters the distortions I have just mentioned. 

Now I have not bought up these points to convince you of something 
which H. R. 8862 shows you have already decided, to wit, that the 
Atomic Energy Act of 1946 can be improved upon. They bear on 
a much more critical point; namely, the need for amending the act 
in this session. 

Our own studies lead us to the conviction that it is both technically 
feasible and economically practicable to have atomic power on a large 
scale—say, 10 percent of all new power stations—in the early 1960's, 
and in isolated districts on a small scale even earlier. I would like 
to repeat for emphasis: There is no doubt in my mind that atomic 
power will be fully competitive in many important and populous 
regions of the United States in the early 1960’s, unless atomic-energy 
development is restrained by Government policy. 

The plants which will be built in the early 1960’s will be designed 
in the late 1950’s; and the designers of these future plants are already 
starting to accumulate the necessary experience, and to cut their teeth 
on pilot plants now being engineered. Thus, the organizations which 
will usher in the atomic-power plants of the 1960’s are being formed 
now, in the artificial climate of exclusive governmental responsibility. 
The Government authorities are now attempting to designate, by 
official fiat, the participants and leaders in the industry. No Gov- 
ernment agency, even one with superhuman wisdom, could execute 
this assignment properly, and no Government agency should be re- 
quired to do so. The provisions of H. R. 8862 generally providing 
for a freeing of private initiative in the development of commercial 
atomic power are thus most urgently needed. ai 

Turning now to a consideration of the bill, and restricting our 
attention for a moment to the provisions on domestic affairs, we see 
that in every case—licensing of activities by private individuals in- 
cluding ownership of atomic facilities, patents, distribution of fission- 
able material, and even in the declaration and purposes of the act— 
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the new clauses are less Draconian than the old, and they give far 
more scope to individual initiative. From this vitally important point 
of view, it is a far better bill than the present act. 

We have no objection to the provisions providing for Government 
ownership of all special material, based on the circumstances pre- 
vailing today. Even if it were legal, we do not believe that reactor 
fuel is presently a suitable commodity for private investment. There 
is only one source of supply, which is the Atomic Energy Commission, 
and the supplier can have no stable basis for price. The price of nat- 
ural uranium must be based on the military demand, which the 
United States Government is attempting to eliminate by interna- 
tional accord. We even lack assurance that fuel which must be pur- 
chased today may not be given away tomorrow. It is, therefore, logical 
to leave the fuel the property of the supplier—the Government. But 
it would be appropriate to review this decision in several years. I 
would, therefore, suggest that section 2¢ of the findings be deleted, or 
at least softened, while leaving section 52 intact. 

As a small company, we feel that patents are the means by which 
ingenuity and initiative can offset the financial resources of huge cor- 
porations now active in the field. We are, therefore, happy to note 
that chapter 14 on patents restores almost normal patent rights. This 
will definitely encourage the infusion of private capital into research 
and development in atomic energy. Having followed the previous 
testimony very carefully, I would like to turn to a question which 
has been raised here often, about the desirability of compulsory licens- 
ing. The entire discussion has centered around the tacit assumption 
that competition in the atomic energy field will be furnished only by 
existing companies. 

I believe, on the contrary, it will be new companies which will 
furnish the competition, not some existing company which has man- 
aged to live up to now in a state of atomic innocence. The field of 
atomic energy has been open to individuals, if not entirely to com- 
panies. It is individuals, and not éompanies, that make inventions, 
and blanket or automatic compulsory licensing is unfair to the scien- 
tists and inventors who have worked long and hard in this field. 

These people are the flesh and blood of the $12 billion which has 
been spent on atomic energy development, not entirely out of philan- 
thropy, and they reserve the same opportunities as other Americans. 
The most cherished reward to an inventor is the opportunity of creat- 
ing a new product, or a better product, with his own hands. With the 
protection of patent, an inventor can obtain the necessary financial 
support to do this. Without the protection of patent, or subject to 
automatic compulsory licensing, he loses this opportunity and it goes 
by default to established companies with already existing production 
facilities and financial strength. 

For this reason I believe that compulsory licensing is intolerable 
unless it is the exception and not the rule: unless it is hedged in with 
findings that in the case in point progress is in fact being blocked by 
the patent holder. 

I think we are concentrating too much on a hypothetical danger of 
monopoly based on future patents, and are paying too little attention 
to a real source of danger of monopoly, which is facilities and not 
patents. The way to obviate this danger is to encourage new capital 
to come in; and this is done by the patent provisions of chapter 14. 
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Referring now to chapter 10, on utilization of atomic energy, the 
revisions proposed, although desirable—section 105 on licenses for 
development work is particul: rly well conceived—should be carried 
further. Section 102 requires a determination and report by the 
Commission of “the social, political, economic, and international 
effects” of the utilization of atomic energy before a license to pro- 
duce atomic energy in the United States can be granted. This clause 
is a residue both of the McMahon Act and of the unfortunate social 
philosophy which motivated it. Retaining the requirement of this 
report is a continuing threat of excommunication to the nuclear-power 
industry, and may go far to nullify the beneficial effects of other parts 
of the bill. 

If there is a single item of this bill on which there is overwhelming 
agreement among the American people, it is that atomic energy 
should be put to work so that they may begin to enjoy its — 
Yet here we are retaining the same policy of hesitation and fear as 
in the act of 1946, and with almost the same language. Eight years 
and billions of dollars have apparently not taught us very much. 
Surely Congress is sufficiently informed at this very moment to 
authorize the use of atomic energy for powerplants. 

I believe it is worth while to consider the requirements of section 
102 in some detail. No use of atomic energy is to be available to 
the people of this country until the Atomic E nergy Commission has 
reached the opinion that it has been sufficiently developed to be of 
practical value; then reported to the President stating all the facts, 
and giving the Commission’s estimate (please note) of the social, 
political, economic, and international effects of such use, and its rec- 
ommendations for further legislation. This history of the future is 
then to be sent to Congress by the President with his recommenda- 
tions. And Congress is to keep it 90 days—not 1 day less. If Con- 
gress cannot think of anything to do about it in these 90 days, then 
the Commission “may” issue a license. 

There is an unfortunate omission here. That is a procedure to ask 
other nations—Britain, Germany, France, Belgium, Netherlands, Nor- 
way, and Russia—to kindly discontinue their ac tivities while we dawdle 
the years away. 

The atomic age is not some vague possibility of the future; we 
are living in it now. Commissioner Murray has wisely pointed out 
that atomic power is a more potent weapon than the H-bomb. The 
facts of life are crowding upon us and 17 or 70 reports cannot change 
them. We can be overwhelmed by them if we enter upon a period 
of national paralysis while we indulge in the pleasures of preparing 
ponderous reports. 

It would not be difficult to revise the bill to remove this roadblock 
to progress. If you strike out all of section 102 and the first sentence 
of section 103, you retain the Commission’s powers to direct atomic 
activities into the most useful channels, and to exact the necessary 
safeguards in the handling of fissionable materials. , 

We earnestly recommend the deletion of section 102 and the first 
sentence of section 103. 

The restrictions which these sections impose upon American in- 
dustry are in striking contrast with the provisions of Chapter 11: 
International Arrangements. Here again we have requirements for 
reports to Congress, but in this case Congress has, not 90 days, but 
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only 30 days to think about it and it can waive vart or all of that if 
it is so inclined. It therefore becomes easier to confer the blessings 
of the new power upon the peoples of other countries than upon our 
own. 

The discrimination goes even further, however. Any licensee at 
home must under section 103— 
make available to the Commission such technical information and data con- 
cerning their activities—as the Commission may determine necessary to pro- 
mote the common defense and security and to protect public health and safety. 

The foreign government to whom we donate our raw materials and 
our scientific knowledge is under no such obligation. Nor is there 
any possibility of preventing their imparting our knowledge and 
information, including that required to be disclosed by our industries, 
to its own engineering industrialists and letting them sell it wherever 
they see fit. In short, the bill makes it possible to give to the na- 
tionals of other countries rights and privileges it denies to our own 
citizens. It would seem that American industries are entitled to at 
least equal treatment. 

I have here a clipping from the Wall Street Journal of May 10, 
1954, which is singularly apropos. This is a report on the British 
development of nuclear energy for industrial use. It states the House 
of Commons was told that in the building of atomic power stations: 

British engineering firms must be ready to take the lead in the markets of 
the world * * * where there are enormous orders waiting for all kinds of atomic 
plants. 

The chairman of a firm of British powerplant builders has stated : 

We are very carefully studying the whole problem of building nuclear re- 
actors for underdeveloped countries. 

We, too, are attracted by the possibility of constructing atomic 
power stations in underdeveloped areas. We have no quarrel with 
the British desire to capture this great market, but we feel that Con-~ 
gress should encourage American firms in the same way that the 
British Government is encouraging their firms. It may be possible 
to construe the wording of the bill before us to mean that American 
engineering firms are permitted to operate in foreign countries; but 
it may be construed just as easily that they are not. The very least 
that I might suggest is that the role of American firms in United 
States Government-sponsored development of atomic power in for- 
eign countries be clarified, and I propose, in addition, that this type 
of ac tivity should be strongly encouraged. 

This bill, if enacted, will be one of the most important ones in the 
history of the Congress. It will have far-reaching repercussions in 
the preservation of our free-enterprise economy. In spite of the res- 
ervations which we have expressed, we are strongly in favor of this 
bill. We feel that those who have drafted it have proposed highly 
commendable improvements. We hope that this committee will con- 
tinue and enlarge the good work they have begun. 

Chairman Cotz. Thank you, Mr. Cohen. 

Would you tell us for our own information and for the record 
something about yourself—why you feel qualified to speak with au- 
thority on this subject ? 

Mr. Conen. Speaking for myself, I have been working in this 
field full time for 14 years, beginning in 1940. 
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Chairman Cote. What was your training before that? 

Mr. Conen. I was Ph. D. in physical chemistry and worked on 
isotope separation from 1938 to 1940 with P rofessor Urey and then 
continued in the same field on the Manhattan project until 1944. I 
had a fairly responsible position in the SAM project. 

Chairman Corr. In the what project? 

Mr. Cowen. The SAM. That is the Columbia University part of 
the Manhattan project. 

Chairman Coir. What does SAM signify ? 

Mr. Couen. Substitute alloy materials. It does not mean any- 
thing. It was a code name. 

I joined the Standard Oil Development Co., which is a subsidiary 
of Standard Oil of New Jersey, to help them, among other things, in 
determining the interest of that company in atomic power. In 1948 
I went with the H. K. Ferguson Co., which at that time was building 
the reactor at Brookhaven. I left that company about 2 years ago 
with a group of men to form the Walter Kidde Nuclear Laboratories. 
We have been working in the field of reactor development principally 
for the past 6 years. I think we have made some small contributions 
to that field. 

Chairman Corr. Thank you. 

Mr. Holifield, do you have any questions of Mr. Cohen? 

Representative Horirmeip. Mr. Cohen, you are no stranger to this 
committee, and we welcome you once more to appear before us. Most 
of the members, I am sure, have a high respect for your individual 
ability and for some of the contributions that you have made in this 
field. We may not always agree with your views, some of us may not, 
on all points, however. 

In the first part of your statement, you give quite a lot of criticism 
to the slowness with which this atomic energy industry has developed. 
| suppose you are aware that the goal of atomic energy development 
has been directed toward the military objectives during this period 
of time. You know that, I suppose? 

Mr. Conen. Yes, sir. 

Representative Hoxirrerp. You realize that the development of 
the atomic and hydrogen weapons has been a primary objective for 
the preservation of our own independence and that of the free world 
during the past years since 1942, the past 12 years, beginning with 
the Manhattan project, and then later on with the other developments 
which have occurred since; and that this development has not been 
oriented toward the economic and domestic and peacetime uses for 
that reason. I suppose you are aware of that? 

Mr. Conen. Yes. 

Representative Hortrrerp. And notwithstanding the fact you lay 
the blame on the McMahon Act for this, there is ample provision in 
the McMahon Act for the Commission to have embarked upon peace- 
time areas to a greater extent than they did if they had wanted to. 
It was not the act that kept them from it, was it? 

Mr. Conen. It was the act that kept everybody else from doing it. 

Representative Horirterp. I am not so sure of that. Is it not true 
that several hundred millions have been spent in contracts to private 
laboratories and to university laboratories for research and develop- 
ment in the fields of biology and medical therapy and other types of 
peacetime uses, industrial uses, of isotopes? Is not that true? 
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Mr. Cotten. Yes, but 

Representative Horirmeip. That was done under the McMahon Act, 
was it not? 

Mr. Conen. Yes, sir; these are not directly atomic power, though. 
There has also been a good deal of money spent on atomic power. 
I would not be the one to say that one measures technical progress by 
the amount of dollars that are spent. 

Representative Hotirterp. That is possibly true, but without the 
expenditure of dollars you do not get progress, and certainly the 
progress in the weapon field was occasioned by the expenditure of 
dollars. 

Mr. Conen. It was accompanied by. 

Representative Hortrrexp. I did not understand that. 

Mr. Conen. It was accompanied by the expenditure of large sums 
of money. 

Representative Hotrrrecp. Yes, sir; it was accompanied by the 
expenditure. I do not say that alone was the source of our progress 
because we, of course, had to depend upon scientific knowledge and 
the work of many scientists in order to obtain that knowledge; and 
of course the mainspring for that was their employment. I believe 
you were employed with the Government for several years, were you 
not ? 

Mr. Couen. Yes, sir; and on the weapons program. 

Representative Hotirteip. And since that time your company has 
had contracts with the Government for which you have been paid for 
your services; is not that true? 

Mr. Conen. And I might add we are still working on the weapons 
program. 

Representative Hoxirreip. Yes; and you are learning in your work 
on the weapons program and upon the contracts to assist in the design 
of reactors; you are learning at Government expense, or as a result 
of these Government contracts you are adding to your store of know]- 
edge every day, are you not? 

Mr. Cowen. Yes. Mr. Holifield, I would like to answer what you 
are saying in a way not exactly phrased to the question. 

Representative Hotirtetp. Maybe I can rephrase it. 

Mr. Conen. All right. 

Representative Hoitrretp. As a result of your employment by the 
United States Government since you first entered into this field, and 
as a result of the contracts which your company has obtained from 
the United States Government, have you or have you not been able 
to add to your fund of scientific knowledge ? 

Mr. Conen. Yes. 

Representative Houirrerp. All right. Then that was done under 
the McMahon Act, was it not? 

Mr. Cowen. Yes. I have no objection to the enabling clauses of 
the McMahon Act, and I think they are fine. I think the McMahon 
Act rightly allowed the Government to do many things, which it did 
do. The only objection I had to the McMahon Act—and I have made 
the point several times—is the restrictions it contains. It prevents 
other people besides the Government frem doing things. Their 
reserve energies, while the Government was going ahead with the 
weapons program, could have been used in pushing atomic power 
faster. 
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Representative Horirretp. Let me say that I agree with you that 
peacetime uses could have been pushed harder by the Commission 
under the McMahon Act, if they had found it desirable to do so. I 
believe that is what you said, is it not? 

Mr. Conn. No. I said they could have been pushed by people out- 
side of the Commission. That is to say that there are other forces 
that can be called upon to do things. The Commission always took 
the viewpoint, as I understand it, that it had its priorities on its own 
program, and I have certainly no quarrel with that. The Commission, 
however, did not employ all the manpower in the United States, al- 
though at times it looked as though it did. 

Representative Houirtecp. That is true. Of course, the program 
as a whole of the Atomic Energy Commission was approved by our 
committee. We were aware of the program and we initiated parts 
of that program and encouraged them, certainly, in what we con- 
sidered to be the primary objective, which was the development of the 
weapons program. So in criticizing the Atomic Energy Commission, 
as members of this committee frequently do, we criticize ourselves 
if there have been omissions as to the degree of acceleration in the 
peacetime field. 

Mr. Conen. I believe in reading my testimony over, as I have done 
myself several times, you will not find a criticism of the Atomic 
Energy Commission for having put priority on the weapons program, 
or for concentrating its efforts on the weapons program. I maintain, 
though, that it would have been possible to have parallel programs 
in industrial power, provided that the provisions of the act specifically 
preventing people outside of the program from doing anything were 
relaxed. 


Representative Horirretp. Now you say here: 


The atomic energy industry, although one of the largest dollarwise in the 
country, has not seen the development of new enterprises of any appreciable size. 

And then you compare it with steel, aluminum, oil, autemobiles, 
airplane engines, and so forth. 

It seems like to me that the atomic energy industry, in addition to 
being the largest dollarwise in the country, has also probably advanced 
quicker than any other industry that you have mentioned; in fewer 
years they have made greater progress in scientific technology and in 
the acquisition of know-how and experience than any of those indus- 
tries that you mentioned. 

Now on page 3 of your statement, you say: 

The Government authorities are now attempting to designate, by official fiat, 
the participants and leaders in the industry. 

Just exactly what do you mean by that, sir ? 

Mr. Counen. Under the present program of industrial power par- 
ticipation, for example, and under the program of development cf 
atomic reactors for power which is now proceeding, the Commission 
has the unenviable job of picking among a number of candidates for 
various tasks and choosing the one, or the numbers of them, which they 
think should be the proper ones to carry it on, and they have to use 
some criteria. I pointed out in my last testimony that on this basis, 
if you tried to decide who is going to build automobiles, you never 
would pick Henry Ford, but you would pick two railroad companies 
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and a carriage manufacturer. This is because the only criterion that 
a Government agency can use is past performance, and this means that 
you are always going to pick some company or companies to partici- 
pate in your program or to develop the reactors for you who have done 
something i in some other field. I merely point out that this is unique, 
this is an economic monstrosity. 

I think the Commission is doing a fine job with an essentially insolu- 
ble problem. 

Representative Houirrevp. I will admit that it is going to be a very 
difficult problem to license these companies and to choose between 
the many applicants as to which ones shall get the license. I agree 
with the validity of your point on that part of it. But would you then, 
as an alternative, suggest that this committee eliminate the licens ing 
provisions in the act? 

Mr. Couen. No, I like those of the bill. The licensing provisions in 
the bill, for example, direct that this should be done in such a way 
as to broaden participation. I think I can read the language that I 
approve of so highly. 1 think there must be licensing provisions. 


In connection with all such activities— 


which are research and development utilizing special material— 


In connection with all such activities the Commission is directed to permit the 
greatest amount of research and development activities— 


an so forth. 


In connection with research and development, the Commission is directed to 
issue a license to each such activity unless there is good reason found by the 
Commission why the license should not be issued. ‘ 

At the present time the burden is entirely the other way. I do not 
feel that the Commission must issue a license unless they have a good 
reason against it. They have to be shown there is pretty good reason 
for the specific Government use, for their own particular purposes, 
why they should issue it. 

Representative Houirrevp. Then you would in essence advocate that 
a license be given to all applicants to engage in this field that were 
qualified to engage in it? 

Mr. Conen. I would certainly think so. 

Representative Horirmerp. We had nine applicants to build the 
Westinghouse reactor. Would you advise giving those other eight also 
reactors to build? 

Mr. Conen. There is a great deal of qualitative difference between 
types of activities. Certainly lots of people can get in the field and 
can do small-scale experiments, and some can do lar ger scale experi- 
ments, and some can build their own reactors, and some can build 
reactors for the Government. I would not say if the Government lets 
out 1 reactor contract, they must let out 9; but I certainly think if 
the other 8 are seriously interested in ge tting in this, they should have 
an opportunity to continue studying and doing their own development 
work, 

Representative Hoxirmtp. I certainly agree with you that the 
widest possible licensing should obtain. Of course, we face certain 
problems in that field which may limit the number of licensed people, 
among which is the diversion of source material, which I do not think 
is a problem that cannot eventually be solved. But we must consider 
that. 
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We must also consider the financial ability of the individual that 
wants to go into this program, and it does take companies with very 
large capital to go into the reactor-development field, construction 
field particularly. 

We also have our international obligations from a weapons stand- 
point. We are getting into new fields ; we are getting into guided 
missiles and smaller weapons. The likelihood is that our military 
requirements will be sharply increased. 

There is also, of course, the scarcity of scientists, as you well know, 
and if we go into a w idespread industrial development, many of those 
scientists can be, and will be, attracted by higher wages away from 
the Government developments and projects to private industry, where 
they cannot be blamed for going to get higher salaries. So we have a 
great many problems in that field. 

Mr. Conrn. Yes. I think one problem we really do not have is 
conflict between the military and the civilian industry for source ma- 
terial, I think that, after all, if I have a reactor producing power, 
it may produce just as good plutonium as a reactor not producing 
power, except it is not warming up the Columbia River. I do not 
really feel getting some use out of these things is going to hurt our 
stockpile, not only in the long run but even in the short run. 

Representative Hottrrexp. If it goes into the dual-purpose type of 
reactor, I agree with you that we might improve our stockpile of 
plutonium, at least. 

Mr. Conen. I think it is going to be hard to run a reactor without 
making something else. 

Representative Hotirrerp. Yes, I agree with you. Of course, that 
involves the problem of Government purchase of plutonium, which 
can very easily also involve a further subsidy by the Government to 
the investors in capital plants of the reactor type. 

Mr. Couen, I think it will cost the Government far less than buy- 
ing the whole plant and supporting it right out of its pocket for- 
ever. It may well be true that buying plutonium from a private 
plant may represent a subsidy, I do not know whether it will or not; 
it depends on the prices paid. But the alternative for the Govern- 
ment, if it wants more plutonium, is to put its hand in its own pocket 
and build a plant. Then it subsidizes itself out of the Federal Treas- 
ury. There will be less money spent my way than the other way. 
You may call it a subsidy if you wish; it will be a saving to the 
taxpayer. 

Representative Hotirrevp. If it is a saving to the taxpayer, I would 
say it would be a desirable gain if it would turn out as you predict. 

At the bottom of page 4 you say: 

It is individuals, and not companies, that make inventions, and blanket or 
automatic compulsory licensing is unfair to the scientists and inventors who 
have worked long and hard in this field. 

This gets back to the problem of whether those scientists and in- 
ventors who have been employed by the Government, and who have 
been furnished these costly laboratories and almost unlimited funds, 
and also have been given salaries, as to whether they have not been 
recompensed for their labor the same as all the rest of us who work 
in Government. 

Mr. Conen. I think this is true. I think it is also true that they 
have performed their duties as required, and that anybody who wanted 








areata 


renlpceiacmminiencsth 


| 











AMEND ATOMIC ENERGY ACT OF 1946 429 


to work in the atomic energy field could have done so. Many people 
did not care to work in the field for 1 of 3 reasons. 

One reason which was the case of some members of the engineering 
profession, was that salaries were not as high as they could get else- 
where. Inthe case of many scientists, the problems of applied science 
were not as interesting to them as problems of pure science. And 
there was a third category of people, I am afraid I must state, who 
did not want to work on a weapons program. 

But I think that anybody of good character that wanted to work in 
the atomic energy field could do so. Therefore, I do not feel that the 
people outside of the field have been discriminated against, or that 
the people inside the field who have done the things the Government 
needed doing should find themselves sort of second-class inventors. 

Representative Hortrrerp. I think you will agree with me that the 
wages of scientists have increased far out of proportion to the average 
increase of wages of the rest of the Nation, and rightly so, I think, 
since the atomic energy program started. 

Mr. Conen. If I recollect my salary back in 1938, when I believe I 
was getting less than an elevator operator for a 56-hour week, I think 
it is only normal that wages should have done this. 

Representative Hoxirrevp. I certainly agree with you that the scien- 
tists should have had their wages increased. I cannot quarrel with 
you on that point. 

Mr. Couen. [ am all in favor of that. 

Representative Horirrerp. A lot of us started, you know, on ele- 
vator-operator wages when we started out. 

At the bottom of page 5 you say: 

This clause is a residue both of the McMahon Act and of the unfortunate social 
philosophy which motivated it. 

Do you honestly consider that the social philosophy that was ap- 
proved unanimously by men like Senator Taft, Senator Millikin, and 
Senator Hickenlooper and other very conservative people, both from 
the standpoint of their political and economic philosophy—do you 
honestly think that the Me Mahon Act under the circumstances was an 
unfortunate social philosophy ? 

Mr. Cowen. Yes,I do. I think I can give a little explanation as to 
why this act got through that way. 

I think for one thing the argument on the social philosophy, if you 
look back, was very carefully not presented. Also, 1 think there was— 
and I have stated this in an article—a deliberate campaign of terror 
to scare people witless on atomic energy. I think if you look back on 
the articles which were written in those days you will see that is so. 

This is a rather long—we can go off on a very long argument on this 
point. 

Representative Hotirrexp. I do not think it necessary. 

Mr. Couen. I agree with that. 

Representative Houtrrep. I just wanted to know what you thought 
about it, and you have expressed yourself, and you are entitled to 
your opinion. I have no complaint about it. 

Chairman Cote. I think this is interesting—— 

Representative Hoxirierp. It is interesting, and I am perfectly 
willing to listen. 

Chairman Coz. Mr. Cohen did not finish his thought in connection 
with that point. I urge that you do it. 
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Representative Horrrmip. He only indicated that it was a long 
story, and I wanted him to know as far as I am concerned I did not 
require him to tell it. But I am willing to listen to it. 

Mr. Couen. I have not prepared myself, for this meeting, to discuss 
that point. I think it is a point which may deserve some future his- 
torian to talk about it, and I think I could make a very good argument 
on the point, but it is a little bit off the present line and I would 
just as soon leave it. 

Chairman Corte. What is the social philosophy involved—the con- 
cept Government shall do this as monopolist and exclude private enter- 
price from this field? Is that what you refer to when you speak of 
social philosophy ? 

Mr. Cowen. It was even a little further than that, because I think 
it is impossible to read the McMahon Act without feeling there was 
a very severe suspicion of the motives and methods of private industry, 
all this over and above the necessary requirements for preponderance 
of the Government at that time in the field. 

As I say, I did not wait until this date to make that criticism. I 
believe other people have made it too, some more or less temperately. 

Representative Hoxtrretp. I will not engage in a philosophical dis- 
cussion with you on that point at this time. 

At the top of page 7 you decry the necessity of making reports. I 
might point out to you that the reason the report called for in section 
7 (b) of the McMahon Act was to give the Congress a composite report 
on the overall effect of this industry from the group most competent 
to give it, which is the Atomic Energy Commission, who have the daily 
task of administering the act; and that reports which is called for in 
7 (b) would form the basis for legislation, just the same as the report 
which you have handed in today and other reports which have been 
handed in by witnesses. This was a definite obligation which Congress 
placed upon the Atomic Energy Commission which has never been 
fulfilled. And if Congress saw the necessity for that type of report, I 
cannot see where they can be criticized. 

Now I think you refer to other types of reports in here which are 
required by the pending bill, and I understand that you are against 
those types of reports too. 

Mr. Conen. I think that this is a rather broad report to be called 
for. I think it is excessively broad. I do not really know, but it is my 
understanding that economies is far from being an exact science, and 
it is difficult to predict what the effects of these things are going to 
be: and I question the value of a report on economic effects. 

I would also like to point out most respectfully that even official 
Government commissions have been wrong on some small occasions, 
and I really have no assurance they will properly be able to predict 
the impact of atomic energy on American life for the next 20 years. 

Representative Hortrretp. I would be the first to agree with you 
that there have been reports that have not been valuable. There have 
also been witnesses who appeared before our committee whose testi- 
mony was not valuable. But we try to get as much information as we 
can. 

I am not saying that with regard to your testimony, sir, because I 
do consider your testimony pertinent. 
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At the top of page 8 you mention: 

The foreign government to whom we donate our raw materials and our scien- 
tific knowledge is under no such obligation— 
and that is the obligation to report to us certain information which 
we would require from domestic sources. 

Of course, that type of protection, Mr. Cohen, would undoubtedly 
be made part of an international treaty or arrangement, and those 
protections would be more properly placed in such an international 
treaty rather than in this particular act, because we cannot very well 
legislate what the Government of France or some of these other govern- 
ments which you have mentioned shall do. That has to come from an 
international treaty arrangement. I assume that the Atomic Energy 
Commission would be just as desirous to protect our interests with 
foreign governments as they would with our own people. 

Mr. Conen. I think the flavor of my comment here, sir, is not to 
deprive anybody else of rights but rather let us have the same rights. 

Renresbeitativs Houtrretp. I think this committee would certainly 
believe that our own domestic industrialists should have every right 
that is given to a foreign industrialist; and if this act, which is not 
destined to go into that field except to a very limited degree, is inade- 
quate, I am sure that the departments of Government that would nego- 
tiate with the foreign nations would give us that protection in their 
contracts. 

Mr. Conen. I think that, in all candor, the control which the 
United States Government has over the actions of its own nationals 
is considerably greater than the control it has through a treaty over 
the nationals of other governments. For example, we may set up all 
the security safeguards we want, but in my opinion—it 1s probably 
irrelevant and immaterial and I am not qualified—but in my opinion, 
when we give this information outside across the Atlantic Ocean we 
have not got it any more, and we have lost control over it. 

Representative ‘Hcuirrerp. I could not agree with you more com- 
pletely, sir, in regard to the release of information in foreign fields. 

That is all, Mr. Chairman. 

Chairman Core. Mr. Cohen, during these hearings, Mr. Holifield 
has been apparently disturbed about what he fancies to be the eventual 
development where the Commission will have to pick and choose be- 
tween applicants for licensing. Frankly, I cannot visualize that 
development. I want to seek your judgment tiated on your considera- 
tion of this problem and your experience and your knowledge. 

Now assuming that all applicants are qualified and that ‘their pro- 
posal is a sound one—of course, the Commission must evaluate the 
character and financial stability and the feasibility of application be- 
fore it will grant a license. But assuming that those are uniform 
among applicants, and disregarding the security requirements, then I 
cannot see whether it would be necessary for the Commission to select 
among the applicants. 

I wonder if I am right in that or not. Is it not possible for the Com- 
mission to grant licenses to anybody who applies, any applicant who is 
qualified, who has a good, sensible program—that the Commission 
will grant him a license ? 

Mr. Conen. That is certainly my interpretation of the licensing 
clauses and is one of the reasons that we are in favor of this revision 
of the act. 











432 AMEND ATOMIC ENERGY ACT OF 1946 


I think it is true that the Commission may not be prepared at any 
particular time to give out unlimited quantities of materials for people 
to use. 

Chairman Corz. For what reason ? 

Mr. Conen. Possibly, let us say, to produce power. And that 
this—— 

Chairman Core. I mean, for what reason would the Commission 
not be willing to give out unlimited quantities? 

Mr. Couen. They may not have unlimited quantities. 

The Cuamman. What consideration would make them determine 
they do not have sufficient quantities? 

Mr. Couen. The necessary size of their stockpile perhaps. 

Chairman Corr. For security ? 

Mr. Conen. Yes. 

The Cuarrman. I see. Ignoring the security aspects, and assuming 
there is a sufficient supply, then is it conceivable that the Commission 
would ever have to refuse a qualified applicant for a license ? 

Mr. Conen. I do not see why. 

Chairman Corr. Now the illustration which Mr. Holifield has used 
of the Westinghouse-Duquesne project is not, to my mind, an apt illus- 
tration of exercise of authority and discretion by the Commission in 
selecting among various applicants. Mr. Holifield said there were 
nine. Perhaps there were. I do not know just how many there were. 
I know there was more than one. But that was not the granting of a 
license by the Commission, that was award of a contract in which Gov- 
ernment funds were involved. The Commission in this instance ad- 
vertised, in substance, this proposal among the various groups, study 
groups, combinations of companies who were qualified in this field, 
laid out the proposition and said: “What one of you is interested in 
coming in and what will be your terms?” 

The Commission evaluated those responses and selected the Du- 
quesne proposal as being the most advantageous to the Government. 

In other words, in substance, it awarded the Westinghouse propo- 
sition to Duquesne on the highest-bid basis. 

Mr. Conen. That is my understanding. 

Chairman Cote. So it is not analogous with the situation of grant- 
ing a license, in my opinion. 

Mr. Couen. I think the analogy to the future granting of licenses is 
the present procedure for the industrial participation groups. I be- 
lieve that you will find the Commission is giving a rather broad inter- 
pretation now—and I am wholly in favor of this—to their own re- 
quirements. The Commission presently has no requirement for let- 
ting other people investigate their individual interests. The Commis- 
sion now has at most a requirement for letting people investigate the 
Commission’s interests. This is the language of the McMahon Act. 
The Commission is using a broad interpretation, which is that the 
Commission’s interest and interest of general industrial development 
are the same. 

I think under the present bill the Commission, instead of having to 
examine in its heart and soul each time an applicant comes up, what 
will he contribute to the Commission’s program, would then have an 
entirely different criterion—what harm will be done if we give the 
applicant the license? And if we cannot find any harm, then we give 
it to him. 
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This is an entirely differer¢ situation and wili open things up very 
considerably. 

Chairman Corr. I am quite sure my own thinking would be some- 
what different if I felt that the situation would develop to be as Mr. 
Holifield has indicated he fancies it will develop to be, in which the 
Commission will have the exercise of its discretion and its responsi- 
bility, will have the obligation of picking and choosing between com- 
panies, all of which are otherwise qualified. 

Mr. Conen. This is what it seems to me they are doing now. This 
is what it seems to me is their present obligation. 

Chairman Cote. That is all the questions I have. 

Do you have any more, Mr. Holifield ? 

Representative Ho.irrerp. No. 

Chairman Coir. Thank you, Mr. Cohen. 

Mr. Conen. Thank you for granting us this hearing. 

Chairman Coir. That is the extent of our scheduled witnesses for 
this morning. We will resume tomorrow morning at 10 o’clock in 
this same room. 

(Whereupon, at 11 a. m., Tuesday, May 18, 1954, the joint com- 
mittee recessed until 10 a. m., Wednesday, May 19, 1954.) 
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3323 AND H. R. 8862, TO AMEND THE 
ATOMIC ENERGY ACT OF 1946 


WEDNESDAY, MAY 19, 1954 


CoNGREss OF THE UNITED STATES, 
Jornt ComMITTEE ON ATOMIC ENERGY, 
Washington, D. ¢ 

The joint committee met at 10 a. m., pursuant to recess, in the 
caucus room, Old House Office Building, Hon. W. Sterling Cole, 
chairman of the joint committee, presiding. 

Present: Representatives Cole (presiding), Van Zandt, Patterson, 
Durham, Holitield, and Price. 

Professional staff members present: Corbin C. Allardice, executive 
director; and Walter A. Hamilton. 

Chairman Corre. The committee will come to order, please. 

Our first witness at this meeting on continuation of the hearings 
on companion bills modifying the Atomic Energy Act is former 
Member of the House and ‘colleague of the members of the commit- 
tee, Mr. Jerry Voorhis, who represents the Cooperative League of 
the US SA. 

If I may, for the record, use a bit of informality, Jerry, let me 
express a cordial personal welcome to you on behalf of myself and 
members of the committee. 

Mr. Vooruts. Thank you. 

Chairman Corr. You may proceed. 


STATEMENT OF JERRY VOORHIS, EXECUTIVE DIRECTOR, COOPERA- 
TIVE LEAGUE OF THE UNITED STATES OF AMERICA, CHICAGO, 
ILL. 


Mr. Voornis. Mr. Chairman, I would like to start out by remark- 
ing that I think this is the most important committee in the Congress 
today. 

Do you want me to identify myself further? 

Chairman Core. I think it would be helpful for the record if you 
did; yes, sir. 

Mr. Voornts. My name is Jerry Voorhis. I am executive director 
of the Cooperative League of the United States, whose headquarters 
are at 343 South Dearborn Street, in Chicago. 

The Cooperative League is a business association and federation of 
a number of the cooperative organizations and mutual insurance com- 
panies in the country. It has in its membership a number of farm 
supply cooperatives, mutual insurance companies, consumer coop- 
eratives, the National Association of Rural Electric Cooperatives, and 
the National Association of Credit Unions, among other organizations. 
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We are concerned primarily with the participation of the people in 
solving their own problems by cooperative action and in the preserva- 
tion of democratic institutions in this and other countries. 

No man puts new wine into old bottles; else the new wine will burst the 
bottles and be spilled and the bottles shall perish. But new wine must be 
put into new bottles, and both are preserved. 

It need hardly be said to this committee that in your jurisdiction 
lies the newest and strongest wine that mankind ever tasted. You 
gentlemen know that. The burden of that knowledge weighs heavily 
upon you, I am sure. 

I would only underline that we cannot expect to provide even so 
elementary a right as survival for our children unless we stop trying 
to put the new wine of the basic energy of the universe into the ol l, 
tattered bottles of 19th century economic and political institutions. 
We cannot go headlong forward inventing weapons of complete ex 
termination unless we make corresponding progress inventing social, 
economic, and political institutions to prevent the use of such weapons 
and to turn this frightening energy into channels that will benefit 
mankind. 

Up to the present time, powerful elements in this and other countries 
have resisted such suggestions. Farsighted men and women must 
break this resistence, must take the risks involved in any measure 
adequate to meet our perilous situation. 

The kind of progress I am talking about includes creation of domes- 
tic and international institutions and laws. A bright exception to 
this general lack of progress is the original concept of the Atomic 
Energy Commission, set forth in the McMahon Act. That concept 
was a new type of agency, holding in trust for the American people— 
and, through them, for all mankind—a resource hitherto undreamed 
of by man. When I say holding in trust, I have in mind not the un- 
faithful servant who buried his talent in the earth, but the faithful 
one who put his talents to work for his master and returned to him 
manifold what he had received. 

It seems to me the basic concept of the Atomic Energy Act is that 
this power is capable of either destroying all the civilization of the 
ages or building a far better life on this planet than past ages ever 
dared conceive. Those of us who helped pass that act believed a new 
bottle was necessary. 

If we substitute an old bottle for the new one or put old patches on 
it, disaster will strike as surely as we meet here this morning. 

I do not come before this committee as an expert, as the members 
well know. ‘The people who really understand atomic energy can, 
unfortunately, be numbered on my fingers. But ordinary citizens 
have as much to lose as the experts if wrong policies are adopted. 
And our children have much more to lose. 

So I would like to speak about some basic principles that it seems 
to me need to guide our thinking in this whole field, because if those 
basic prince iples and objectives are followed, they can prevent mistakes 
or wrong policies. Among these are: 

(1) The American people and the Nation have the right to own this 
new resource energy and basic elements involved in its development, 
and this right shall be preserved and held in trust for the eventual 
benefit of all mankind. 
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The chairman and vice chairman of this committee recognize this 
principle when they said: 

The bill makes clear that all material which would release substantial quanti- 
ties of energy through nuclear fission or through nuclear transformation will be 
owned by the United States. 

Sections 52, 65, 183 (a) and (b) as well as the declaration, findings, 
and purpose of the bill leave no room for doubt on this point so far 
as all fissionable or—as the bill calls it—special material is concerned. 
However, changes proposed regarding public lands (sec. 67) and 
provisions for licensing private owne rship of facilities to produce both 
special materials and atomic power raise weighty questions. 


THE SECOND GENERAL PRINCIPLE 


Developing good and peaceful uses of atomic energy must be pushed 
forward as rapidly as possible, consistent with the people’s safety, 
and its benefits must be enlarged and spread as broadly as possible 
among the people to improve the general welfare. 

Certainly provisions for international arrangements (ch. 11 and 
sec. 144) are steps toward this goal, wisely recommended by the 
President. But we shall not benefit other peoples unless we first 
make progress ourselves. The question is: What are the best and 
surest ways toward that progress ? 

Most of what I have to say is directed to what I sincerely believe 
to be those best and surest ways. 


THE THIRD PRINCIPLE 


This new and potentially decisive resource must be so used as to 
reduce and never increase monopoly tendencies—to strengthen and 
never weaken freedom and competitive opportunity in our Nation’s 
economic life. 

Section 106 of the bill aims to serve this principle. But it is not as 
strong as it needs to be, and changes proposed respecting patents 
(ch. 14) appear likely to fling doors open to monopoly development. 

Furthermore, I might add, that I think the provisions of the present 
act are much stronger on this point than are the provisions of the 
bill, and that the provisions of the present act ought to be preserved. 


THE FOURTH GENERAL PRINCIPLE 


Atomic energy must be so used as to promote the security of this 
Nation and the free world and to establish a worldwide system of 
peace and foolproof universal disarmament, enforceable within and 
upon all nations. In the present world, no nation can have real se- 

curity in any other way. 

Again, provisions on international arrangemnts in the bill are steps 
toward this goal. So are the bill’s security provisions. So, of course, 

yas the Baruch plan advanced some years ago by the United States. 
So, too, were the President’s speec hes to United Nations last fall and 
earlier to the National Association of New spaper Editors. 

I would like to discuss the bill as it refers to each of these four 
principles that I have just set forth. 

















138 AMEND ATOMIC ENERGY ACT OF 1946 


First, then, about the rights of the American people to atomic 
energy. 

Basic rights to atomic energy and its derivatives belong both by 

right and by purchase to the American Nation. The people provided 
$12 to $14 billion of public funds to discover and develop this power, 
locked in the matter of the universe from the beginning of time. 
Now, as of today, without question, ownership of atomic energy vests 
in the American people. 

This does not mean—nor has it meant—that private interests should 
not help develop practical uses for this energy. Nor need it mean that 
private interests should not play a larger part than they have thus far. 
But it does mean that this incaleulable new resource should always 
be used fully recognizing that all the people own the basic energy. 
It means that this resource should be used so as to strengthen freedom 
and reduce dependence upon private monopoly. It means that this 
resource should be held in trust by a public agency responsible to all 
the people, since this is the only way that it can be used freely for 
the one purpose upon which all else depends—achievement of en- 
forceable world peace. 

It is inconceivable that anyone except the whole people should 
acquire fee simple ownership of this basic energy. It is inconceivable 
that any special interest should be allowed to patent the sun. I 
believe the committee will agree. 

If the people’s right to atomic energy and their authority to license 
its use are firmly entrusted to a responsible public body—geared to 
new needs of new times, as the Atomic Energy Commission is con- 
ceived to be—we might achieve a far broader base for a genuinely 
free economy than we have ever had in all history. No other kind of 
power ever lent itself to such a hope. This kind of power might 
make it possible to distribute electric power equitably to every corner 
of this Nation and to every element of our economy. We might equal- 
ize opportunity between big and small business, such as we have 
sometimes despaired of achieving in recent years. We might set 
a pattern of abundance here, fashion so dynamic an alternative to 
Communist false promises that—as the President told the United 
Nations—the foundations of a free and peaceful world may be laid. 

I commend without reservation the bill’s provisions that set forth 
so clearly ownership by the United States of all special or fissionable 
materials wherever found, produced, or developed. Later I wish to 
question the wisdom of alternative ownership of facilities making 
fissionable materials or atomic energy. 

At this point I only want to urge that changes in the original 
Atomic Energy Act referring to public lands, proposed in section 
67, be not passed. I see no logic to declare the right of the United 
States to ownership of special materials and then to destroy a reserva- 
tion of these very rights to source materials in public lands, already 
enacted into law. 

The only result of such a change would be to increase costs to tax- 
payers for the whole atomic-energy program. Anyone buying public 
lands and finding source materials thereon must sell them to the 
Atomic Energy Commission, and the Commission would have to buy 
them. But at present the United States already owns them—with- 
out such ownership having cost anything. I simply cannot see any 
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reason to amend section 67, and I respectfully but very earnestly urge 
that the original language be restored. 

Now with respect to developing peaceful uses of atomic energy and 
strengthening economic freedom. 

The second and third basic principles are inextricably related. 
There are three steps in developing peaceful uses of atomic energy, 
as I understand it. First is possession of special or fissionable mate- 
rial. Second is production of atomic energy from that material. 
Third is transformation of that energy into some practical usable 
form, such as electric power, or into r: adioactive material for a wide 
variety of purposes. 

As to the first of these steps, both the original Atomic Energy Act 
and the pending bill provide for ownership by the United States in 
the first step of this development. 

As to the second step, the McMahon Act provides that only the 
Atomic Energy Commission can produce atomic energy from fis- 
sionable materials, though, of course, it may—and does—contract 
much of the work to private companies. The present bill, however, 
would permit licensed persons to own reactors both to produce energy 
and—in the case of so-called breeder reactors or dual-purpose re- 
actors—to produce fissionable materials. 

As to the third step, both the original act and the amendment 
permit. the Commission to license private persons to use atomic energy 
under proper circumstances. The amendment, however, would re- 
verse limits in the present act on amounts of fissionable material that 
could be distributed to licensees. 

I think the word “reverse” is a little strong, but it would change 
the limits anyway. The present act says it can never be enough to 
make an atomic weapon. The amendment removes that limitation. 
This obviously involves new security risks of serious proportions. 
The most careful regulation would be necessary, and I believe the 
bill itself should contain broad outlines of such regulations. 

Atomic energy has three major uses at present—aside from military 
weapons. First is its use in research and development, ch: apter 4 of 
the pending bill. Quite properly no patents would be allowed in this 
field either by the original act or by the pending bill. Quite properly, 
the Commission supplies, under either version of the act, special ma- 
terials for research purposes without charge on condition that it re- 
seive and have use of any new knowledge uncovered. The second use 
includes radioactive materials for medical purposes, industrial proc- 
esses, printing and allied arts, combating farm pests and plant 
diseases, and new and better ways to do an ever-increasing number 
of tasks, which are pretty near impossible for a person to keep up with. 

The third use is essentially different and requires different treat- 
ment from either of the other two. That is the use of atomic energy 
to produce power. Using atomic energy to make really plentiful and 
cheap electric power available to this Nation—and in time, I hope, 
to other nations—seems to me the main long-run objective. Control 
of basic power—however produced—for industry, transportation, 
and everyday living is the key to control of a nation’s destiny. Since 
this is a life and death power, it seems to me that control must vest 
in the United States itself. 
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The first requirement for progressive development of peacetime 
uses of atomic energy is an attitude and point of view. No agency in 
history ever had more sobering responsibilities than the Atomic 
Energy Commission. Neither has any agency ever faced more 
dynamic opportunity to add to mankind’s benefits. The Commis- 
sion should be actively, and with determination, at work to fulfill 
that opportunity. If it were completely so, more genuine progress 
could be made than can be through changes proposed in the licensing 
and patent provisions. The present Commission has devised the idea 
that it should not press forward “too vigorously.” So it seems to me. 

This is an underiying, major reason why it may appear that far- 
reaching amendment of the act is needed. A more dynamic attitude 
on the Commission’s part and a clearer directive from the Congress 
would do far more to promote peaceful use developments than offer- 
ing patents or providing private ownership of reactors. __ ’ 

In this connection, I would like to say that I believe this Commis- 
sion ought to be composed of five virtually co-equal members with 
equal responsibility, and I do not understand the reasons for speak- 
ing of the Chairman as the “principal officer.” I think he is the Chair- 
man, and I think the other members are just about as responsible as 
he. 

Consequently, it would be a mistake to amend section 32 by striking 
out the words “and directed,” as the bill would do. This amendment 
would then merely authorize the Commission to carry on research 
and development work, whereas it seems clear that it should be directed 
to do so in the most forceful of legislative language. The Commission 
itself should not want the words “and directed” to be deleted. I do 
not know whether it does or not; but if it does, then that is evidence 
of its recessive point of view, and I want to express my deep concern. 

The act, either in its original form or in the form proposed (sec. 
104), authorizes the Commission to use or sell any energy byproduet 
from its facilities. This could and should be one of the Commission’s 
key activities. The Commission now consumes 5 percent of the 
Nation’s total electric power. The Commission could logically and 
economically develop some of its own electricity and thus press atomic 
energy development forward. But I read that large amounts of by- 
product energy are actually being wasted. Meanwhile, the Commis- 
sion is taking large amounts of Tennessee Valley power and signing 
long-term contracts with utilities for additional power. I find it hard 
to understand this. The Commission should be bending every effort 
to experiment and to develop economically feasible ways of transform- 
ing byproduct energy into electric power—for its own use, at least. 
Out of such a practical laboratory would come methods and devices 
for more general use by many agencies, including, of course, private 
industry. 

As I said earlier, atomic energy offers for the first time hope of equal 
access to power supply for all parts of the country and all elements 
of oureconomy. Such a goal should be part of any public policy. To 
illustrate what I mean, look at the upper Mississippi Valley. Power 
is as scarce there as anywhere in the country. Rates are comparatively 
high. It has little waterpower, little petroieum, and little coal. But 
groups of citizens there and elsewhere have shown great ingenuity 
in organizing their use of power in such a way as to reduce rates and 
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make the power available even to remote areas. These groups are the 
rural electric cooperatives. They have overcome many difficulties. 
The Commission might very logically locate one of its atomic power- 
plants in this power-short area and sell this byproduct energy through 
these groups of progressive, ingenious, rural citizens. The Commis- 
sion can have no doubt of the cooperation it will receive from them, 
both financial and otherwise. 

To bring this great new resource into the full power of its potential 
usefulness will take time and money. I only hope that I can live long 
enough to see some of these potential benefits realized. But they will 
not be realized if this ener gy is allowed to become the private preserve 
of monopoly interests. There is today no effective competition in the 
electric power business, except where it has been injected by coopera- 
tives or public enterprises. Were this not so, cooperatives of inex- 
perience farmers could hardly have cut the cost of building rural 
electric lines in half. Were it not so, the cost of electric power to 
ultimate consumers across the Nation would hardly have dropped 
from 2.76 cents a kilowatt-hour to 1.79 cents a kilowatt-hour between 
1932 and 1948—the first 16 years of TVA’s yardstick and an aggres- 
sive public power program. 

The drive that has thus far been successful in preventing the Atomic 
Energy Commission from generating—or even planning to generate— 
part of the tremendous amounts of power it consumes on its own proj- 
ects is in part, I fear, evidence of the strength of established interests in 
the power business. The electric power companies maintain the most 
highly paid lobby in Washington—and one of the most effective. It is 
hardly too much to say that one objective of that lobby is to eliminate 
or at least sharply reduce competition. An immediate objective—so 
far as this legislation is concerned—is to make certain that atomic 
energy does not become the means of injecting effective competition 
into production and distribution of electric power. 

I do not imply that members of this committee desire such a result 
or intend it in the bill. But I do mean to say that this bill must be 
examined with the greatest care to make certain it does not open 
the way to monopoly of atomic energy by the same forces that now 
virtually monopolize electric energy. The President himself has 
warned of this danger. He said in his message : 

Until industrial participation in the utilization of atomic energy acquires a 
broader base, considerations of fairness require some mechanism to assure 
that the limited number of companies, which as Government contractors now 
have access to the program, cannot build a patent monopoly that would exclude 
others desiring to enter the field. 

It seems to me that that recommendation should have been included 
in the bill. I mean that language to carry that out should have at 
least been included if the patent provisions were to be in it. 

The President has, I think, understated both the case and the danger. 
It is my understanding that only large installations are economically 
feasible. We are told that the minimum size plant feasible for power 

roduction from atomic energy today would be 200,000 to 250,000 
Lilowatte, Of course, this can be brought down in the course of time, 
but as of today this is true. 

Only a few agencies, public or private, could afford such instal- 
lations. Moreover, interests that advocate opening atomic energy 

to special-interest ownership do not suggest they are ready to proceed 
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with development. No, They say they will proceed only if Govern- 
ment subsidy is provided in one form or another—by fast tax write- 
offs, by guaranties to purchase, or by actual payment by the Atomic 
Energy Commission of most of the cost of installation. 

I am not questioning this or saying that it is wrong; I am only 
pointing it out to show that actually the only way you are going to 
get private development is by heavy Government subsidy, and I do 
not think that is private development. 

And so, if this were allowed to take place, we would have a situa- 
tion where the people are asked to pay $12 billion to develop atomic 
energy in the first place, then to help finance monopoly control over 
their own energy in the second place, so they can pay monopolistically 
fixed prices for its use in the third place. If this sound exaggerated, 

ask only that you compare electric rates in areas where there is 
cooperative or public competition with rates in areas where such 
competition does not exist. 

The original act is strong in its antimonopoly provisions. The 
legislation before the committee would, in my opinion, weaken these 
provisions, despite section 106. The declaration of findings and pur- 
pose in the original act declared a policy of “strengthening free com- 
petition in private enterprise.” The amendment before you substi- 
tutes the words, “foster our system of private enterprise.” I do not 
understand why this is changed. Are we to say that the word 
“private” has superseded the words “free” and “competitive”? It 
could make a ereat difference to those charged with administration of 
the act. Am I correct that we want this new resource used to restore 
economic fredom and strengthen it, not to extend already overgrown 
private empires Because you can have something that is technically 
private, at least, which is not necessarily free or competitive. 

Representative Horirterp. At that point, Mr. Chairman, T would 
like to call to the attention of the witness section 7 (c) of the old 
act, and in the carryforward there has been certain deletions from 
the language of the old act. I will read them to you. 

Chairman Corr. Will you indicate the section of the new bill? 

Representative Hortrretn. Section 103 of the new bill, which is the 
offset to section 7 (¢) of the old bill in the issuance of licenses. 

Chairman Corr. Thank you. 

Representative Hottrretp. Now the words that are deleted are— 
to encourage similar activities by as many licensees as possible. 

That is the first sentence. And in the next group of sentences: 


Where activities under anv license might serve to maintain or to foster the 
growth of monopoly, restraint of trade, unlawful competition, or other trade 
position inimical to the entry of new, freely competitive enterprises in the field, 
the Commission is authorized and directed to refuse to issue such license or 
to establish such conditions to prevent these results as the Commission, in 
consultation with the Attorney General, may determine. The Commission shall 
report promptly to the Attorney General any information it may have with 
respect to any utilization of fissionable material or atomic energy which appears 
to have these results. 


That is all deleted. 

Now it is true there is a reference in the new bill to the antitrust 
provisions, but I call attention to the witness that this language that 
has been deleted placed upon the Commission an affirmative duty to 
prevent the formation of a monopoly pattern. The present bill is 
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silent on the placing upon the Commission itself that strong obliga- 
tion. It is silent or nearly silent, and by deletion of this important 
language it weakens the obligation of the Commission, in my opinion, 
to prevent through the issuance of licenses the formation of such 
monopoly pattern and merely gives to those that are injured the right 
of appeal after the monopoly pattern has been formed. 

That is in line with the gentleman’s reference to that section that 
he just referred to. 

Mr. Voornis. I would agree, Mr. Holifield. I made a couple of 
speeches on the floor when the act was being passed about that sec- 
tion, and I believed in it very strongly, and I believe in it still today; 
because I think that with as dynamic a thing as this that the Com- 
mission itself has got to have a positive directive to so handle its work 
that in issuing licenses it has, as you say, a positive responsibility to 
prevent monopolistic developments before they start. And once 
established, an appeal to the courts would be a difficult remedy, I think. 

Representative Hotirrevp. I call attention to the antitrust monop- 
oly action against the Aluminum Co. of America, which, as I under- 
stand, was started in 1937. Numerous legal maneuvers have inter- 
vened in the succeeding years, but as I understand, that original suit 
has not yet been completely settled. That would indicate there is 
a period of 17 years that has elapsed with litigation over one anti- 
monopoly suit. So that indicates how important it is that we in this 
new enterprise preserve the public against the formation of such 
monopoly. 

Mr. Vooruis. I agree very heartily. I also think there is a great 
opportunity in regard to this matter to actually and constructively 
build a stronger basis under free competitive enterprise than we have 
ever had before. 

Under the original act, the Commission—as agent of and on behalf 
of the United States—owns all production facilities for atomic energy. 
The amendment proposes to license owne — of such facilities to 
private interest. I think it should allow licensing the use of such 
facilities, but not their ownership—at least where such facilities are 
used to produce power. There may be reason for licensing private 
ownership of facilities making radioactive material for industrial, 
chemical, medical, biological, or other uses. It would seem to me 
there would be, but I am not a technician and I do not presume to 
know. 

What I do know is that control of a nation’s source of power is 
tantamount to control of that nation’s whole economic life. I suggest 
that the committee make a clear distinction between use of atomic 
energy for power production, on the one hand, and for any other 
commercial purpose, on the other. 

Not only do I believe the pending bill is sound in providing owner- 
ship by the United States of all fissionable or special material, but 
I believe the bill should be changed to provide for similar ownership 
by the United States of all reactors and production facilities used to 
make power from atomic energy. 

My appeal is not to shut free enterprise out of any opportunity 
to share in developing this new enterprise. My appe sal is to make 
certain that all free enterprise is included in that opportunity. The 
only way to make sure that is done—the only way to make certain 
that atomic energy makes our economy more competitive, more free, 
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more truly American in the traditional sense of that word is (1) to 
continue public ownership of the basic energy and all fissionable ma- 
terials and production facilities and (2) to deve slop a system of leasing 
and licensing the use of these facilities and materials, but not their 
ownership, to competent and trustworthy applicants, big and little, 
corporate and cooperative, private and ‘public alike. Such an ap- 
proach would provide a dependable control mechanism, a security 
factor that no other approach could give for an engine capable of 
destroying human life. 

One of the biggest advantages that giant business now enjoys is the 
far-flung research that big business can afford and little business can 
not. The publicly paid for atomic energy research should be used 
to equalize this competitive disadvantage of small business. 

The bill before you not only allows breeder reactors to be licensed 
for private ownership; it also fails—if I read section 102 correctly— 
to require that the Commission report to Congress why licenses have 
been granted or denied where producttion of special materials is 
involved. The present act requires this with respect to utilization 
licenses, which are the only kind presently allowed. Surely it is by 
oversight that the amendment fails to require such reports if produe- 
tion licenses are to be granted. 

Nor should a license to own production facilities be granted for 
as long a period as 25 years. Here again I fear the danger of monop- 
oly. Twenty-five years is ample time to transform a whole economic 
system, where it is as dynamic as ours. We are not far enough into 
this field to take a long risk like that. Furthermore, I find no provi- 
sion whereby the Commission, on finding that a license was leading to 
monopoly control, could on that ground revoke such a licence. At 
the very least, there should be such a provision. 

What Mr. Holifield said a while ago has a bearing on this. 

It is hard to understand why the words “to encourage similar activi- 
ties by as many licensees as possible” are proposed to be stricken 
from section 103. That language is the very essence of economic 
freedom, of many enterprises fully sharing in developing peaceful 
uses of atomic energy. ‘To omit that language is a positive encourage- 
ment, it seems tome, to monopoly. 

I want more truly free economic activity, more and broader private 
ownership, less dependence on Government. Were this not my point 
of view, I would certainly not be working for the Cooperative League, 
trying to help groups of people with little capital to enter business 
on their own account, invest their funds with risk of loss, and thus 
attack directly their economic problems. 

But I would not wish a municipal water system monopolized by any 
group of citizens. It is too absolutely necessary to the life of them 
all. Therefore I believe that water systems should be publicly owned. 
We live in a power age. Everything we do—living in our homes, 
lighting our towns and cities, running our farms, operating our fac- 
tories, making our transportation go—everything depends on power. 
If power is cheap and abundant everyone benefits; the United States 
benefits. If power is scarce and expensive everyone is hurt; the 
United States is hurt. And the blunt fact is that power has ‘been 
made abundant and cheap only where the hand of the general public 
interest has been extended to make it so by injecting a measure of 
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yardstick competition into the business, the total amount of which is 


; a good deal less than 15 percent of the total, of course. 

i I sincerely believe that if development of power from atomic energy, 
including ownership of reactors, continues in the hands of the Com- 
; mission the likelihood of steady progress is greater than if power 


development is turned over to private industry. If such develop- 
ment were handed to electric power companies, they have a natural 
‘ interest in delaying progress—first, to prevent power from becoming 
; “too plentiful” from their point of view, and from their viewpoint 

“too cheap,” and second, to protect their own investment in existing 
facilities. And if such development were handed over to somebody 
who was not an electric power company, they would be in position to 
put the electric power companies out of business, which would be 
equally undesirable. 

We are not likely to get orderly, progressive, and reasonably rapid 
development of peacetime atomic power unless the Cormmission itself 
is responsible for that development and takes a dynamic view of its 
responsibility. A publicly responsible agency, it seems to me, is the 
only kind of agency that can guide a new and portentous development 
like this so as not only to assure fair treatment for all areas of the 
Nation and all elements of our economy but also to assure full benefits 
of this new resource to our Nation and other free nations. 

Let me illustrate my point. I see, of course, no objection to the 
Commission’s contracting with Westinghouse Electrie Co. to build a 

eactor at Shippingport, Pa. But the reactor once built should be- 
long to the United States. The power generated would then be sold 
in whatever way seems most beneficial from the standpoint of the 
general public interest—to a nonprofit agency if one were avs ailable 
and, if not, to Duquesne Light Co. or any other available customer. 
The Government investment in this atomic reactor will far exceed any 
private investment. It will be many times as much. Yet this first 
atomic powerplant is not expected to produce power at rates competi- 
tive with traditional power sources. And I doubt if in the foreseeable 
future such large plants can be built by anyone except the Federal 
Government or one of a mere handful of the mightiest corporations 
of the Nation. Under such circustances, weighing the danger of 
monopoly, I believe the Government should do it. 

For some time to come the cost of reactors and hence the cost of 
producing usable power from atomic energy will be too great to be 
competitive with traditional power sources. Thus either private in- 
terests must be heavily subsidized or else the Commission must build 
and own the reactors, leasing their use in such manne ras will provide 
experience to a broad segment of our free-enterprise economy, in- 
cluding both commercial and cooperative private agencies and public 
ones as well. Either way, Uncle Sam will pay for this development. 
I believe he ought to own what he pays for. 

F urthermore, if these general policies and practices are followed 
more—not less—pri ivate industrial development of atomic ene rgy will, 
in my judgment, certainly take place. More rapid development will 
result. And atomic energy will become a means of restoring the basis 
for a truly free economy—a basis we are in danger of losing. 

Chapter 14 of the bill deals with patents. As I read it, it would 
permit patenting any process for producing special materials, fission- 
able materials, or atomic energy, except only such processes as affect 
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military weapons or research and development work. Presumably 
full patent rights could be acquired on device: (1) to use radioactive 
materials in industrial, chemical, argicultural, and other processes, 
(2) to transform atomic energy into power, and (3) to use special ma- 
terials to produce special materials or atomic energy itself. 

With the possible exception of the first category here, it seems to me 
that in none of these cases is so-called normal patenting either safe, 
wise, logical, or likely to encourage development. I am fr ankly con- 
fused as to how these provisions of the bill fit with the statement that 
“all material which would release substantial quantities of energy 
through nuclear fission or transformation will be owned by the United 
States.” 

Suppose someone patented a new way of producing special material. 
Would it still belong to the United States after he produced it? If 
so, that is one thing. If not, it is a very different thing. I assume 
it would have to come into possession of the United States. That 
would mean the only potential purchaser, Uncle Sam, would buy from 
a patented source. I presume the power given the Commission in 
section 107 to determine just compensation for special material pro- 
duced in any production or utilization facility could be used to pre- 
vent overcharging the Government. But I am not a bit certain what 
would happen in case the production method was under patent. 

I would like to just remark that, as I understand it, some of the de- 
velopments that are forecast would be research and development proj- 
ects, some of the ones that the Commission has already planned for. 
But I also believe that it is important to protect those research and 
development projects in the contracts so as to be sure that the patent 
provisions governing research and development would apply to these 
projects, rather than that they would be subject to being opened up 
for particular advantage by a particular contractor that happened to 
be fortunate enough to be in partnership with the Commission. 

Representative Horirieip. I might call to the attention of the wit- 
ness, as long as he has commented on that, the fact that the Westing- 
house contract involves the mingling of $5 million from Duquesne w ith 
a possible 45 or 50 million of the Government money in the building of 
the reactor itself. 

Mr. Vooruts. Yes. 

Representative Horirretp. However, the Government has protected 
itself by inserting in its contract certain patent clauses, commonly 
known as A, B, and C, or forms of those patent clauses, which do pro- 
tect the United States Government on any patent possibilities that 
might occur in the next 4 or 5 years in building this reactor, and those 
contract clauses are based on present law. 

Now if we delete that protection from this bill, and if the 4 or 5 
reactors which are in contemplation by the AEC for building are let 
to other private-enterprise people, where mingled private funds with 
Government funds occur, there might well ‘be a deletion of those 
clauses, and therefore a lack of protection in future contracts. 

As a matter of fact, there is a contract in existence now with the 
du Pont people which gives the du Pont people patent rights, which 
have not been allowed other private enterprisers. 

Mr. Voornts. Is that so? TI did not know that. 

Representative Hoxrrretp. It is not generally known, but that is a 
fact. 
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Mr. Vooruis. That is the very kind of danger I am concerned about. 

Representative Horirreip. So if discrimination has occurred in 
the past in the writing of contracts with various people in private 
industry, we have no justification in thinking that it will not occur 
in the future. 

Mr. Vooruis. As I read the bill, I thought that the bill provided 
that patents could not be taken on research and development projects, 
but 1 think the things you point out are of tremendous importance 
and concern. 

Representative Hoiirieip. To draw the line in the five reactors that 
are to be built, between what is a research and development reactor 
and a power-producing reactor, in my opinion, would be quite difficult, 
and there might be some confusion there unless the Congress asserts 
its thoughts on this subject very clearly and definitely. 

Mr. Vooruis. Yes. I would certainly hope they would. 

[ think in this connection there is an unusual temptation to patent 
a process, not so much to use the process as to keep others from using 
it. It has happened before. Pigeonholing patents should be avoided 
by every means if we expect progress. The ways to avoid it are to 
provide automatic patent licensing, or compulsory licensing as the 
President suggested, or better yet to leave the act as it is so far as 
patents are concerned. Much activity appears to be taking place 
right now in adapting radioactive materials to a wide variety of 
purposes. The Wall Street Journal says that many investors are 
eager, as of now, to put money into various mae of atomic-energy 
enterprises. I question whether any change in chapter 14 is really 
needed now. 

This is no normal field of economic activity or enterprise—at least 
not yet. To pour this new wine into the old patent bottle invites the 
possibility of monopolistic de ‘velopments dwarfing anything we have 
ever seen. If potentials of atomic energy are anything like we have 
been led to believe they are, a company sec uritng full patent rights 
on a key device or process for produc ing atomic power could in time 
exercise decisive control over the Nation’s whole econmic develpment. 
This becomes more ominous when one recalls that, until very recently, 
at least, only eight companies or groups of companies had participated 
in basic development work. Those eight companies, very large and 
powe ‘ful ones, have an incalculable head start in any patent race. 

The proposed section 33 says the Commission is authorized for a 
fair price to do research for others in its own facilities. Under the 
en of the present act, I see no objection to this section. But 
taken together with proposed changes in the patent provisions, a dif- 
ferent situation arises. Could a company patent a device that re- 
sulted from research done by the Commission itself? That would 
hardly seem fair and equitable to other companies. 

Representative Howirireicp. Let me call to your attention at that 
point, that many of the witnesses for private industry that have ap- 
peared before this committee have stressed the fact that they will 
continue to need the recourse to the Government’s laboratories, their 
scientific laboratories. 

Mr. Vooruts. Yes. 

Representative Hotirm.p. They will continue to need that research 
and development which is being paid for by the Government. So 
the point the gentleman makes is very pertinent. 
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Mr. Voornis. And I am sure they will, and I think it ties in. 
Representative Hoxirrerp. As a matter of fact, there is not a pr 
vate laboratory in the United States that is equipped to do the job 

that is being done in Government laboratories, the complete job. 

Mr. Voornis. Yes. 5 

Representative Durnam. But, on the other hand, a man doing re 
search in his own laboratory, where every dime of it is put up by him- 
self, or a physicist at the University of California or the University of 
North Carolina could come in here and patent any device just as well 
and have the same privilege. There would be nothing in the law to 
prevent him as a private individual. On the other hand, you are 
circumscribing individual scientists who are trying to get into this 
thing more scientific work, as I see the whole picture. How are you 
going to cover that field ? 

We have already had a case of where we have already paid for one 
who patented as a private individual. 

Mr. Voornis. 1 would think you would have to pay for it. 

Representative Durnam. Certainly we would. 

Mr. Voornis. I would think you would have to provide just com- 
pensation in a case like that, but I certainly think it is worth it, Con- 
eressman Durham. I think it is worth it in order to preserve this as, 
in effect, a part of the public domain in this period of very rapid 
development. 

Representative DurHam. I agree with you on that, but I think you 
realize the difficulty in the field in which we are working here, that 
it is entirely different. 

Mr. Voornis. Mr. Chairman, if I haven’t given the impression that 
I realize the difficulty of this field, I want to do it right now. I think 
it is the most difficult field, the most important field that we have, any 
of us, to deal with. 

Representative Durnam. I realized how seriously you took it when 
you were here. 

Mr. Voornis. All I am trying to do is present a few thoughts on 
the part of a very concerned citizen, but I certainly do not presume 
to indicate that I think it is easy of solution, because I do not. 

Representative Duruam. I did not take that at all. 

Representative Horirietp. My colleague is right that we did pay 
some $300,000 to the Fermi group for patents which they had applied 
for prior to the passing of the McMahon Act. 

Now there is also in the McMahon Act a section which allows awards 
to people who have patentable ideas, and I think this is very important. 

Mr. Vooruis. Very important, I think, sir. 

Representative Horirime.p. Because I think that people in the fu- 
ture should have the right to awards for patentable ideas 

Mr. Vooruis. Right. 

Representative Horirrecp. And I think they should even have rea- 
sonable royalties, but I do not believe they should have the right to 
exclude other people from using that. 

Mr. Voornts. Right. 

Representative Horirrerp. And in every instance where we have 
given an award or where we have compensated a patent applicant, 
such as the Fermi group, we have made that information available to 
all of the American industry; and this is what I hope we can write 
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into the pending bill, the element of just compensation for private 
industry in the patenting of ideas based on their own research and 
development, but also maintain for this interim period a protection 
for the American people as a whole for access to the use of those 
patented ideas. 

Mr. Vooruis. I would say, Mr. Chairman, that I think this should 
apply to big companies, the Du Pont Co., as well as to the Fermi group, 
or to a little man doing the private research that Congressman Dur 
ham spoke of. No matter who it is, it should be just compensation. 
And I think that royalties are quite proper and necessary. 

Representative Horirrecp. As a matter of fact, the contract that 
I referred to with Du Pont provides just that. I was not critical 
of the contract in itself, because it does provide for awards for its 
employees having patentable ideas. But I did point out the fact 
that other companies did not get the advantage of that type of con- 
tract, and I think that the Commission, for some reason I know 
not, has adopted two formulas, one to fit one company and another 
formula to fit other companies. Ido not think it is fair. 

Mr. Vooruis. I do not, either. I just do not know anything about 
that, though, at all. 

Representative Durnam. If you look into it, I think you will find 
that the most progressive companies in America in development and 
everything are those that have provided, and continue to provide, 
incentives for development, whatever it might be. 

Representative Van Zanpr. Will the gentleman from California 
yield? 

Representative Hoxuirrep. Yes. 

Representative Van Zanpr. Is it not true the Atomic Energy Com- 
mission, in contracting with various concerns like Du Pont, did so to 
top their reservoir of knowledge and experience in research, engi- 
neering, and management. 

Representative Hortrrecp. Absolutely. I am heartily in favor of 
the contracting arrangement which has been carried out, and I think 
that private industry has contributed a tremendous amount of know- 
how and technology to the atomic energy pro ject. 

I also have knowledge that they were paid for that contribution 
both in money and in access to know-how and experience. 

Representative Van Zanpr. The testimony from the hearings last 
year will reveal that these companies have made many worthwhile 
contributions for which they have received very little in return. 

Representative Hoxtrretp. I do not know just exactly what my col- 
league means. If he means they were not paid while they were 
doing this work for the Government, then I think he is in error 

Representative Van Zanpr. What I have in mind is these companies 
called upon their top executives, including the scientist, the engineer, 
the technician employed in their other activities to assist them in 
the fulfillment of their contract with the Atomic Energy Commission. 

Representative Hoxirrecp. That is possibly so. 

Chairman Corr. With reference to the preferential treatment which 
has been indicated as given by the Commission to the Du Pont people 
in connection with patents, it is my understanding that the Commis- 
sion in its agreement with Du Pont did agree to allow the Du Pont 
practice of rewarding its employees for new ideas which may arise 
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in the course of their employment, a system of awards which is not 
necessarily followed or accompanied by other companies; but the 
ownership of the patent itself does not go to Du Pont, does not remain 
in the hands of the individual, but under the contract goes to the 
Government. 

So there is no preferential treatment of Du Pont in that respect; 
it is simply recognition of a practice, the advisability of a practice or 
rewarding an individual for his ingenuity. And if any other com- 
pany wanted to do the same thing, there is no reason why it should not 
be allowed to do so. And the cost of that compensation to the indi- 
vidual would be a part of the payment from the Federal Treasury to 
du Pont for its operation. 

Mr. Vooruis. I see no objection to that. My only concern is 

Representative Hoxirrme.p. I have no objection to it either. My 
point is that other big corporations contracting with the Commission 
have not been given that privilege. I think they all should have it. 

Chairman Core. The only reason they have not been given it is 
because other corporations do not have that as a practice. 

Representative Hoxirretp. I would not accept that without further 
investigation. I do not think that is a widespread practice, though, 
throughout industry. 

Chairman Corr. Well, the gentleman has made the statement that 
the Commission has rendered preferential treatment to one of its 
contractors, namely, the Du Pont Co. 

Representative Horry. That is right, and I will let the record 
stand. 

Chairman Corn. And I have the right equally to say that it has not 
done so. 

Representative Hottrreip. I will let the record speak for itself. 

Chairman Corz. Of course. 

While you have an interruption, Mr. Voorhis, I want the record 
to be accurate with respect. to the Federal versus private contribution 
in the Westinghouse-Duquesne operation. I am sure your statement 
was based on misinformation when you said the Federal contribution 
was many times greater than the private contribution. 

Mr. Voornis. I understood it was, Mr. Chairman. If I am wrong, I 
would like to be corrected. 

Chairman Coir. I know you are wrong, and that is why I speak 
of it now, in order that the record may be complete, not only for your 
information but for anybody else who may be interested. 

The total project which will be completed over a 5- year period 
has a cost of $85 million. 

Mr. Vooruis. Yes. 

Chairman Corr. That is divided into three groups determined by 
the nature of the expenditure. One is research and development; the 
second category, the plant, which includes both the reactor and the 
generator ; and the third c utegory of expense is under the item of 
operations. 

Under research and development—and that is only in connection 
with the reactor research and development—the Federal contribution 
is $10 million and the Duquesne contribution is $5 million, making a 
total of research and development on the reactor alone of $15 million. 
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With respect to the plant, the Federal contribution or cost is $40 
million for the reactor, for the atomic part. 

Mr. Vooruis. Yes. 

Chairman Corr. The Duquesne cost is $10 million for the generat- 
ing part, or a total of $50 million for the plant itself. 

Mr. Voornts. Yes. 

Chairman Coxe. Including the reactor furnace and the generator. 

With respect to operations of this combined plant, the United States 
contribution is $5 million and the Duquesne contribution is $15 mil- 
lion. Or in the aggregate the total cost to Duquesne is $30 million 
and to the Federal Government $55 million. 

Mr. Vooruis. It still is greater, but not many times greater. 

Chairman Core. That is right. 

Representative Hotirrmentp. Let me point out a further clarification 
of that—and I take no exception to what the chairman has said be- 
cause he has reported it just as I understand it—that the generating 
part of the Duquesne contribution in the main is for conventional 
types of generators and turbines; there is some heat transfer equip- 
ment which would be peculiar. So, in effect, the Duquesne people 
are contributing what they would ordinarly build anyway for their 
own use. And they are buying from the reactor, which we will call 
in this instance the furnace, the heat in the form of British thermal 
units and transferring the British thermal units into kilowatt-hours. 
They are buying those British thermal units at the conventional cost 
of British thermal unit production by coal and oil; therefore, they are 
buying just the same as if the British thermal units were made with 
coal and oil, and at a comparative price, which has been allowed by 
the Pennsylvania Utility Commission. I see nothing wrong in: it. 
I am not criticizing it. But there are $5 million that they have con- 
tributed to research and development which, in my opinion, is a 
gratuity to the Government, and it is one of the factors in getting the 
contract. And the Government did not give them any patent privi- 
leges as a result of that. 

Mr. Voornts. Yes. Who owns the reactor in this case, Mr. Chair- 
man ? 

Chairman Cotz. The Federal Government. 

Mr. Voornis. It does? 

Chairman Cote. Yes. 

Mr. Voornts. Then I would have no criticism of this provision. 

Representative Van Zanpr. Mr. Chairman? 

Chairman Cote. Mr. Van Zandt. 

Representative Van Zanpr. Would it not be well to mention at this 
time that the Duquesne Co. contract was awarded only after some 
eight other companies were considered ? 

Mr. Vooruis. I understand that. I understand that very well, sir. 

Representative Van Zanor. Is it not true that the Duquesne people 
are gambling on their investment ? 

Mr. Voornts. I am not an expert in this field. I donot know. But 
I do think that Mr. Holifield has a point when he points out that the 
operation part of it is probably a pretty normal type of installation, 
and that they are going to get heat to run that at a controlled price. 
I think that is of some ‘importane e. 

Mr. Chairman, I hope I am not taking too much time. I am 
almost through with my statement. 
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Chairman Cote. That is perfectly all right. 

Mr. Vooruis. Maybe I should not finish it now. 

Chairman Corr. Go ahead; I want you to finish it. 

Mr. Voornis. For the reasons I have given, I respectfully urge the 
committee to leave chapter 14 as it is until we are further along this 
road and see a lot more clearly than we can now just what full patent 

rights over devices affecting key and basic processes in the production 
and utilization of atomic energy would be likely to do to our economy. 

At the very least, a system of automatic licensing for a charge fixed by 
the Commission ought to be set up in the same legislation that tries to 
restore normal patent procedures to a very unnormal industry. 


DEFENSE, SECURITY, AND PEACE 


Even more sobering and more important considerations than these 
arise, however. Can human civilization and even human life survive 
the atomic age? 

From the viewpoint of pure scientific cynical logic the aim of 
military invention is and always has been a weapon which can wipe out 
whole nations in a single attack. Recent events have demonstrated 
that that frightful goal has been reached not only by this country 
but by others. If it were true in Biblical times that “he who takes 
the sword shall perish by the sword,” it is much more true now that 
“he who takes the hydrogen bomb shall perish by the hydrogen bomb.” 

This is not a goal that has the slightest relationship to the purpose 
of life on this earth or the will of the Almighty Creator for that life. 
To take the last and greatest natural gifts of God and use them for 
the extermination of his creatures would constitute the arch crime that 
man could conceivably commit. 

Involved in this committee’s awesome responsibilities is the question 
of what we are going to do as we approach the threshold of that crime. 
Measures like ch: apter 11 and section 144 of the pending bill deserve 
the support of every thoughtful person, because those provisions say 
in effect that so far as this committee and the United States are con- 
cerned we are going to continue to take every possible measure to 
prevent ultimate tragedy from striking mankind. That portion of 
the bill was recommended by the President of the United States. It 
could open a door of hope to a nearly hopeless humanity. Its sub- 
stance should be supported by the Congress without any dissent. 

The way to prevent atomic energy from becoming the greatest—and 
last—curse of man is to make it a blessing to man. This is not a 
truism. A better life plus freedom for the distressed billions of 
the world is the basic answer to the false propaganda of communism. 
It is conceivable at least that atomic energy could play a major part 
in providing that answer. At least we must try. 

It will not be the first time we have tried, nor, I fervently hope, 
the last. How many of us—let alone other peoples of the world— 
realize what a great offer the United States ate when it proposed 
the Baruch plan for world control, world inspection, world enforce- 
ment, and world peaceful sreneyeent of atomic energy ? 

Here was a nation that then held—or thought it did—a long lead in 


the development of a new and decisive weapon of war, offering to place 
that weapon at the disposal of the cause of lasting peace. But for 
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Communist objection to that plan the world might be at peace today 
and the terrible burden of armament and of fear large!y removed 
from mankind. But for Communist objection to the Baruch plan, 
the hydrogen bomb might never have been invented at all. 

We know these things when we stop to think about them. But how 
many other people—in India, for example, or in Indonesia—know 
them? Indeed, how many people in Europe remember them? Pre- 
cious few, I am afraid. And it is ois ally our fault that they do not 
know. For we have allowed ourselves to become weary and discour- 
aged when we should relentlessly pursue, by every means at our com- 
mand and by every instrument of polic, y, the basic objectives contained 
in the Baruch proposal and the President’s speech to the National 
Association of Newspape r Editors in April 1953. Not a week should 
pass without some act on the part of the United States to make it plain 
that it is world communism and not ourselves that blocks the path to 
the only kind of security or peace possible in these times. 

It is not contradictory to say th: at the only rational objectives in 
developing atomic and hydrogen we: apons are, first, to bring about 
abolition of all weapons of mass destruction, and, second, to secure the 
effective enforceable universal disarmament called for in Senate Reso- 
lution 150, passed unanimously July 29, 1953. 

In a very real sense, the hydrogen bomb is a useless weapon. It is a 
weapon of extermination. It is a weapon whose military value lies 
wholly in surprise, sneak attack. Any nation guilty of such an attack 
would forfeit thereby every moral value in its cause, alienate man- 
kind, and acquire a sense of guilt so deep as to sap its will to win. It 
is inconceivable that the United States would commit such an act. A 
nation suffering atomic attack would probably lie devastated and 
half depopulated after asingle night. But even in these circumstances 
such a nation’s military forces probably could retaliate with equal 
frightfulness. So, using a hydrogen or atomic bomb is to condemn 
half of one’s own people to death and to lose all contact with moral 
and religious values. 

We are caught in a forest fire. There is one possible path of escape. 
Rational people take that path with resolution. They do not ask 
whether it is a nice, easy, familiar path beside cool water. They take 
it because it is the only path of escape. That path out of the present 
terrible dilemma of mankind is to prevent war itself. 

The question is not whether that which has never been done in 
human history should be done. The fact is it must be done if man is 
to survive. For so-called progress in military weapons still goes on 
here and elsewhere, and what will come forth next we can only dare 
to guess in moments of unusual courage. 

‘his committee cannot, I realize, ~ be charged with responsibility 
for so epoch-making an ac complishment. The American people them- 
selves must accept that primary responsibility, and ultimately it rests 
on all the peoples of the world. But this committee can exert great 
moral influence on the course of events and the people’s thinking. We 
must take a step at a time, as the President suggested, to United Na- 
tions. You have provided the necessary first step in this legislation. 
It is a step that could open the eyes of distressed and hopeless people 
to a new and far, far brighter world if only atomic energy can be har- 
nessed to peaceful, beneficial uses, and to those alone. 
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Beyond this, our Nation should make its first and cardinal article 
of all foreign policy to secure agreement to a plan for universal fool- 
proof disarmament enforceable on all nations. Over and over and by 
every means at our command, we should press for this objective. We 
should not allow any part of the world to lose consciousness and clear 
understanding of America’s purpose. If any nation adamantly re- 
fuses to agree to some such plan it will stand isolated before mankind 
as the nation preventing the last best hope of man on this planet. No 
nation could stand long in such a position. The failure of our policy 
thus far is that we have not by our actions as well as our words put 
Russia in precisely that position long before this—or else gained 
the objective. 

Unless that objective can be realized it will make little difference 
what else we do. Either it is possible a realize that objective of 
preventing the hydrogen or the cobalt war or else we must abandon 
our religious belief itself. For that is belief in a God who gives us 
resources of mind and soul adequate to our needs. It is a belief that 
if we will but use the best of those resources with devotion, singleness 
of purpose, and willingness to risk and sacrifice we can fashion the 
new bottles in the form of domestic and international institutions 
that the new and very heady atomic wine requires. 

Chairman Corz. Are there any questions by members of the com- 
mittee? 

Representative DurHAmM. It is a very excellent statement, Jerry, as 
usual. It analyzes the situation which we all realize is ver y difficult, 
and we are struggling with the problem today very much as we were 
in the days you were a Member of the House. 

I want to congratulate you on your fine statement. 

Mr. Voornis. Thank you, Mr. Durham. 

Chairman Core. Thank you, Mr. Voorhis. 

Mr. Vooruts. I hope I did not take too much time, Mr. Chairman. 

Chairman Corie. Our next two witnesses represent the National 
Association of Manufacturers, Dr. Suits, vice president for Research 
of the General Electric Co., and Mr. William Steiger, of Westing- 
house. 

Which is to be first? 

Mr. Surrs. Mr. Cole, I will speak first, if I may. We will suggest 
you might want to hear the testimony of both Mr. Steiger and myself 
before questioning, but if ycu prefer, we will be glad to have you 
interrupt at any time. 

Chairman Corr. We will move along and see how it develops. You 
may proceed, Dr. Suits. 


STATEMENT OF C. G. SUITS, CHAIRMAN, COMMITTEE ON RESEARCH 
OF THE NATIONAL ASSOCIATION OF MANUFACTURERS 


Mr. Surrs. Mr. Cole and members of the committee, you have 
already introduced me. I am appearing here today as a representative 
of the National Association of Manufacturers, as chairman of the 
subcommittee on atomic energy of the committee on research of that 
organization. 

Our Association has followed with great interest the efforts of your 
committee to promote legislative changes in the Atomic Energy Act 
of 1946 to permit and encourage participation of private industry in 
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the development and ae agp. of our atomic energy resources. As 
you may know, the NAM is a voluntary organization of more than 
20,500 manufacturers, 83 percent of whose members have !ess than 500 
employees each. We represent a cross section of American industry, 
including in our membership manufacturing companies both large and 
small, more than 1,000 of whom are participating in the country’s 
atomic energy program. 

On July 23, 1953, I had the privilege, as chairman of the NAM 
subcommittee on atomic energy, to present before this committee a 
statement giving the consensus of our members with respect to changes 
in the Atomic Energy Act of 1946 which we considered either neces 
sary or desirable to promote the participation of private American 
industry in broader development and utilization of our atomic-energy 
resources. 


GENERAL COMMENTS ON PROPOSED BILL 


I would like first to make some general remarks concerning the 
proposed bill, which will then be followed with detailed comments on 
several sections of the proposal. My statement of last year includes 
a brief summary of principles whic +h we believed should be incorpo 
rated in any law relating to atomic energy. We recorded a belief in 
the basic principle that with proper provisions for licensing by our 
Government and under security regulations established by the Gov- 
ernment, private ownership of fissionable material should be per- 
mitted. We believed, furthermore, that with proper conditions of 
security, the licensee should not be limited in the amount of fissionable 
material which he may own. We indicated that the Government 
should also license private industry to manufacture and use equip 
ment and facilities for nonmilitary application of fissionable ma- 
terials which may be developed by private industry. Lastly, we indi- 
vated our belief that to encourage competition and private invest- 
ment, a licensee should not be required to make available to all others 
information which he has developed by the expenditure of his own 
capital. 

It is gratifying to find that most of these principles, which were of 
course urged by many other individuals and organizations that were 
heard at the time, are embodied in the proposed legislation. Any 
remarks which I make today should not be considered as critical of 
the efforts of your joint committee. We fully appreciate the complex- 
ity of your task of bringing into proper balance all of the involved 
and interdependent requirements of suitable legislation in the field 
of atomic energy. In comparison, the job of the nuclear scientist in 
his laboratory is relatively simple. National survival in the atomic 
age dictates the necessity for achieving the most effective framework 
possible for the joint efforts of our Government and private industry 
in exploring, developing, and utilizing the energy of nuclear forces. 
Since industry has a genuine desire to bri ing the capabilities of the free 
enterprise system to bear fully and effectively on this problem, we hope 
that you will be interested in the further views of our association 
concerning the proposed legislation. 

Mr. William A. Steiger, of the committee on patents of the NAM, 
will comment on the provisions of the proposed bill which lie in the 
area of patent, legal, contractual, and related matters, which I accord- 
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ingly will not include in my testimony. Attached to the written copy 
of my testimony is a list of principles on atomic energy which was 
originally presented to your committee on July 23, 1953, as the position 
of the NAM on this subject, and it is with reference to these principles 
that I will comment today. 


PURPOSES OF THE PROPOSED AC1 


We believed last July, and still do, that the common defense and 
security of the United States must be a paramount objective of any 
law relating to atomic energy, and we are pleased to find many evi 
dences that in drafting the new bill this matter has been constantly 
under consideration. The retention in the purposes of the act of 

“assisting and fostering research and development to encourage max- 
imum scientific progress” (sec. 3a) and the new purpose of “encour- 
ag (ing) widespread participation i private enterprise and others in 
the development and utilization of atomic energy for peaceful pur 
poses * * *” (sec. 3 (d)) are both very important to the future of 
our country. 

PRELIMINARY REMARKS ON DEFINITIONS 


The expansion of the chapter on definitions (sec. 11) is excellent and 
will lend clarity to the subsequent sections. There is, however, at 
least one area of definition, namely section 11 (b) concerning “atomic 
energy,” and section 11 (s) concerning special material, that, in con- 
junction with section 105 relating to licensing of research and develop- 
ment, is anything but clear. I will comment on this later. 


PRIVATE OWNERSHIP OF FISSIONABLE (NOW SPECIAL) MATERIALS 


We previously urged that the private ownership of fissionable ma- 
terials, now special materials, be permitted to licensees under suitable 
safety and security regulations established by the Government and 
without the present limitations as to quantity (pars. 8 and 4, Prin- 
ciples on Atomic Energy, attached) and are sorry to find that this is 
not contemplated in the proposed draft of the act. We still believe that 
this would be desirable, particularly for the purpose of developing free 
market prices for the raw materials of an atomic industry. 

Furthermore, it would appear that the lack of a provision for the 
private ownership of fissionable materials by a licensee would present 
serious difficulties to the financing of the public-utilities efforts to 
utilize atomic energy. Moreover, we believe that private ownership 
could be permitted without compromising safety or security. We 
are aware that because of the continuing necessity for extensive con- 
trols over all aspects of such proposed private ownership, the matter 
of who holds the title loses some of its ordinary significance, but we 
will continue to express a preference for private ownership. 


LICENSING 


Although we did contemplate the necessity of licensing in connec- 
tion with the private ownership of fissionable materials and facilities, 
we are somewhat overwhelmed by the extent of the proposed licensing 
procedure. This licensing procedure, and the uncertainties thereby 
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imposed by license terms, interpretation of terms including reasons 
for revocation, present to the atomic industry a baffling set of busi- 
ness hazards and risks which are certain to discourage enterprise and 
growth. 


LICENSING THE USE OF ATOMIC ENERGY IN RESEARCH, DEVELOPMENT, AND 
MEDICAL THERAPY 


Although the pees presented by the licensing features of the 
proposed ‘pill apply to a great many areas of activity, I would like 
to examine in some detail the proposal of section 105 to license the 
research, development, and medical therapy uses of special materials 
and atomic energy, and the related proposal of section 110 concerning 
inspection, records, and reports. I will urge that no licenses be im- 
posed in these areas and that the provisions of the present law are 
adequate. It is believed that these proposals go far beyond the pur- 
poses of the act, and the probable intent of your committee. 

If, however, your committee deems it necessary to license private 
research, then we urge that the proposed licensing and reporting pro- 
visions contained in sections 105 and 110, be subst: ane modified in 
the light of the following comments. Generally we believe that these 
provisions extend much further into all units of private research 
than is necessary. This results first from the broad definition of 
atomic energy and, secondly, we believe, because of an overabundance 
of caution with respect to health and safety factors in the area of 
research. 

By definition, atomic energy includes not only energy released i 
fission but in any nuciear transformation (sec. 11 (b)), and the ae 
posed definition for special material (sec. 11 (s)) does not except 
unimportant quantities. These definitions are technically correct, but 
the definition of atomic energy is far too inclusive for the purposes of 
this act. 

This set of definitions of atomic energy and special materials, when 
taken in conjunction with section 105 on Research and Development 
and Medical Therapy Licenses and section 110 on Inspection, Records, 
and Reports, if enacted, would lead to a chaotic situation which would 
be impossible to administer, and which was certainly not the intent 
of the drafters of the new bill. 

By way of background information it should be pointed out that 
special materials and other materials which release energy by nuclear 
transformation can be produced in the laboratory on a very small 
scale. In fact, all of the production processes now used in full-scale 
plants grew from such miniature scale laboratory experiments. With 
a suitable particle accelerator such as a cyclotron one may produce 
many energetic nuclear transformations which come under the pro- 
posed definitions. For example, one may produce special m atisisle 
and radioactive materials useful in research as tracer elements. 

The quantities of such materials produced in the laboratory are 
always very minute indeed. Although these quantities are frequently 
so small that they cannot be seen with the unaided eye, yet by the 
use of sensitive instruments they may be detected readily and em- 
ployed in important researches in the physic al and biological sciences. 
Also included within the definitions of the bill, and accordingly 
subject. to license, is research with cosmic radiation. Certainly, it 
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was not the intent of the proposed legislation to license the employ- 
ment of cosmic radiation in research merely because energy is released 
in nuclear aadiceatiion in cloud chambers and photographic 
pl: ites. 

Sunlight is also atomic energy under the definition of section 11b, 
since it is produced by a well- known nuclear transformation. It is 
certainly not intended that licenses be issued for research in optics, 
x for research in semiconductors for converting sunlight to electric 
power, as in the recently announced solar battery. 

The light which reaches us from the stars is also atomic energy 
in the sense of the definition of section 11b. We certainly do not 
intend to license research in astrophysics and astronomy. 

[ could recite many more examples of kinds of research, such as 
photosynthesis and oil-well exploration, that I believe the committee 
did not intend to license in pursuance of the purposes of this bill. 

Now what about the hazards of the above tvpes of research? Are 
they such that they provide a reason for licensing? The use of 
research quantities and especially tracer quantities of radioactive 
materials does not constitute a hazard to the trained worker in the 
laboratory nor to the public nor to the national security. Millions 
of people are carrying on the luminous dials of their wrist watches 
greater quantities of radioactive material than are employed in many 
laboratory experiments. 

Whatever the intent, I think it is clear that the terms of the pro- 
posed act go much too far in the licensing of research and develop- 
ment and medical therapy. As written, the proposed legislation 
would require licensing of practically all of the laboratories in the 
country for carrying out research which they have been pursuing 
for years without hazard to themselves, the public, or the national 
security. 

Why do we change the provisions of the present law concerning 
the distribution of fissionable and radioactive materials except to 
remove the limitations on quantities? Under the present law, the 
AEC distributes fissionable materials and radioactive materials to 
applicants who can demonstrate their ability to handle them safely 
and who have a reasonable requirement for them. The AEC has 
accomplished this result very satisfactorily and effectively, and has 
thus encouraged much important research with these materials, and 
as far as I know, with excellent safety and health experience. I 
see no reason to change the law relating to the distribution of special 
and radioactive materials, except to remove the limitation on quantities 
as already proposed. 


WOULD LICENSING RESEARCH ENCOURAGE RESEARCH ? 


Licensing research as proposed, certainly would not “foster research 
and development to encourage maximum scientific progress” (sec. 
3a) : but would on the contrary, have exactly the opposite effect. Many 
attractive fields of research are open to scientists today and if licens- 
ing were a necessity in the atomic field it would discourage rather than 
encourage participation no matter how well this licensing might be ad- 
ministered. Scientific research is a creative activity that does not 
flourish under controls, and only the minimum control made neces- 
sary by a realistic consideration of public health and national security 
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should be imposed. It is difficult to see how the proposal to license 
research and development in atomic energy, as defined would “con- 
tribute to the common defense and security and the national welfare” 
(sec. 3c) or to effectuate any of the other stated purposes of the pro- 
posed legislation. 

My comments on section 105 apply almost without change to section 
110 concerning “Inspections, records, and reports.” W hatever your 
decision will be on the scope of section 105 should be applied to section 
110; that is, if you decide to impose the necessity of licenses in a certain 
category of atomic research, we hope that only that area will be subject 
to the conditions of section 110. 


IF WE MUST LICENSE, LET’S LIMIT THE SCOP! 


We strongly recommend against licensing of research activities in 
atomic energy as defined. Ticvent, if your committee finds per- 
suasive reasons for licensing in this area, such licensing should be lim- 
ited to the use in research and development and medical therapy of 
such quantities of special materials (as defined) that the Atomic En- 
ergy Commission might determine constitute a hazard to public health, 
welfare, or national security. Such quantities should certainly be 
measured in grams and not in micrograms. 

Radioactive materials, for example isotopes, exclusive of special 
materials, for examp le U-235, are commonly employed in research for 
tracer studies. These materials should not in any case require a license 
since the AEC has with great foresight and skill worked out a satis 
factory method for the safe distribution of tracer isotopes. 


THE USE OF INVENTIONS FOR RESEARCH 


Although Mr. Steiger may also comment on section 152, I would like 
to urge a careful reconsideration of the proposal of this s section to pre- 
vent and revoke patent rights to inventions used for research in the 
fields specified in section 31. This proposal would apply specifically to 
much specialized equipment useful in research, to complex research 
instruments and apparatus, as well as to processes. I wonder if the 
committee realizes the importance of this type of equipment and ap- 
paratus to modern research. Research equipment becomes increas- 
ingly more complex as more difficult fields of science are explored. 
The day is past when important researches are accomplished with 
bits of glass tubing, sealing wax, and paper clips. The modern lab- 
oratory is encrusted with complex electron diffraction equipment, 
electron microscopes, automatic recording instruments in great 
variety, temperature controlled high and low temperature gear of all 
kinds, and of course, with particle accelerators. Although some of 
this equipment is built in the laboratory, much is supplied “by special- 
ist manufacturers of laboratory equipment, whose ingenuity and in- 
ventiveness are very important to modern research. It is important 
that these instrument businesses which develop the tools for research 
remain healthy and competitive, and that they continue to have an 
adequate incentive to develop the instruments used in nuclear re- 
search. To this end the protection of the patent system should be con- 
tinued in this area. 
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I know of no case where the holder of a patent on laboratory instru- 
ments or equipment prevented the use of his invention in research. 
We believe that the removal of the incentive provided by patent protec- 
tion would not benefit atomic research, but on the contrary would 
discourage ingenuity and inventiveness in an area in which these rare 
attributes play an important role. We believe therefore that the 
purposes of the act would be better served by omitting section 152. 


AUTOMATIC RECLASSIFICATION 


One additional comment I wish to make pertains to the classification 
and control of information. In particular, we _— the provision 
limiting to a 8-year period the classification of information as re- 
stricted data unless there is a specific finding that the common defense 
and security require an additional 3-year period of classification. In 
our opinion, this will tend to reduce the accumulation of vast amounts 
of scientific information as classified information. As soon as the 
common security permits, such information should be made available 
to stimulate further research and development. 

Thank you for the opportunity of appearing before your committee. 

(The attachment to Mr. Suits’ statement follows :) 


PRINCIPLES ON ATOMIC ENERGY AS APPROVED BY THE NAM Boarp or DtIrectors, 
May 13, 1953 


\ 

The National Association of Manufacturers believes that in any law relating 
to atomic energy the first and foremost objective should be to assure the common 
defense and security of the United States. 

Subject to the above, we believe the following principles should be embodied: 

1. The law should be directed toward the development and utilization of atomic 
energy, to improve the public welfare, increase the standard of living, strengthen 
free competition in private enterprise, and promote world peace. 

2. The Government should control the development and manufacture of mili- 
tary weapons employing fissionable materials. 

3. An agency of the Government should be empowered to permit ownership 
of fissionable materials by operators of facilities of a nonmilitary nature licensed 
by the Government and operating under safety and security regulations estab- 
lished by the Government. 

4. There should be no limitation on the amount of fissionable material which 
the Government may sell or distribute to a licensee for nonmilitary use after 
military needs have been met. 

5. The Government agency should be empowered to license applicants to de- 
velop, manufacture, use or own apparatus or facilities for industrial, commer- 
cial, or other nonmilitary uses wherein fissionable material is used or produced. 

6. No person should be required, as a condition of his license, to provide the 
Government agency with technical information and data, except as may he 
reasonably necessary to administer health, safety, or national security laws 
or regulations. 

7. No license granted by the Government should be terminable by the Govern- 
ment except for deliberate violation by the licensee of health, safety, or national 
security regulations established by the Government. 

8. All patentable inventions relating to the field of atomic energy should be 
patentable by the inventor under the patent laws of the United States subject 
to the procedures followed on other items of national defense. 

9. That, in contracts granted by the Government to private contractors, the 
patent clauses in such contracts should conform to the practice prevailing in 
the Armed Services Procurement Regulation for products of a nonatomic nature. 


Chairman Corr. Thank you, Dr. Suits. Are there questions from 
members of the committee ? 
If not, then we will be glad to hear Mr. Steiger. 
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STATEMENT OF WILLIAM A. STEIGER, CHAIRMAN, COMMITTEE ON 
PATENTS OF THE NATIONAL ASSOCIATION OF MANUFACTURERS 


Mr. Sretcer. Mr. Chairman and members of the committee, my 
name is William A. Steiger. I am vice chairman of the committee 
on patents of the National Association of Manufacturers. I would 
like to make it clear that I speak here today for the National Associa- 
tion of Manufacturers and not for the company by which I am 
employed. 

Along with Dr. a I had the privilege of appearing before this 
committee on July 23, 1953, and testified with respect to patent provi- 
sions of the Atomic E nergy Act of 1946. I appreciate the opportunity 
to appear again to present the N AM opinion concerning the patent 
provisions of H. R. 8862 and S. 3323 and certain other matters not 
covered by Dr. Suits. 

The National Association of Manufacturers believes that the newly 
proposed provisions on patents and inventions are a decided step 
forward, as these new provisions will undoubtedly lend encour agement 
to the investment of private risk capital. However, there are certain 
modifications which we respectfully suggest. These suggestions are 
made primarily in the interest of clarification and definiteness. 


CHAPTER 14—PATENTS AND INVENTIONS 


Referring first of all to section 153: Acquisition of Patents, the 
Commission is authorized to purchase, or to take, requisition, or con- 
demn, and make just compensation for, (1) any invention or discovery 
which is useful in the utilization of special material or atomic energy 
in an atomic weapon or (2) any patent or potent application covering 
any such invention or enone dy: 

While NAM believe that the Government should control the devel- 
opment and manufacture of military weapons employing fissionable 
materials, we also believe that this section should be revised so that, 
while it gives the Government all rights in the weapon field, it leaves 
the inventor his rights in the remaining fields. This can be readily 
accomplished by revising the first sentence of section 153 as follows: 

Sec. 153, AQUISITION OF PATENTS.—The Commission is authorized to purchase, 
or to take, requisition, or condemn, and make just compensation for (1) any 
invention or discovery to the extent that it is useful in the utilization of special 
material or atomic energy in an atomic weapon or (2) any patent or patent 
application covering any such invention or discovery or any license thereunder 
consistent with part (1) of this section. 

By making this change, the Commission would have authority, in a 

case such as mentioned above, to take exclusive license rights in the 
weapon field, leaving the patent owner his rights in other fields. 

For example, an electronic tube might have general use. It might 
also be useful in the atomic weapon field. So w hy not have the Com- 
mission take exclusive rights to that invention in the weapon field, 
leaving the inventor his remaining rights in the industrial field? Why 
take the whole patents? The same thing could apply to bolts and nuts. 

Now let’s take a look at section 154: Commission Patent Permits. 

This section requires the Commission to establish standard specifica- 
tions, including a reasonable royalty fee, for the use of any patent held 
by the Commission. As the committee is aware, the Atomic Energy 
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Commission and other Government departments own or control Gov- 
ernment patents and they license those patents upon various terms 
and conditions, customarily without 2 royalty fee. It is believed that 
licenses under Government patents in the atomic field are no different 
thi an those in other fields and, hence, it is recommended that the phrase 

“including a reasonable royalty fee,” which is now mandatory, be 
deleted from this section. This will enable the Commission to con- 
tinue its present licensing practice, and to follow the practices fol- 
lowed by other Government departments. 


ECTION 155-——-COMPENSATION AWARD AND ROYALTIES 


There it seems to have something wrong with this section that we 
could not exactly find out, but we recommend that section 155 be 
clarified as it is difficult tocomprehend. Referring first of all to para- 
graph (A) of subsection (b), Standards, it is believed that this para- 
graph should be eliminated. It appears that this paragraph has been 
carried over from the 1946 act which contains certain provisions re- 
specting compulsory licensing. We think that paragraph was in- 
serted here through inadvertence. If this change were made, it would 
necessitate certain revisions of paragraph (B). 

It is further recommended that paragraph (C), subsection (e) of 
section 11 of the 1946 act be retained. This paragraph reads as 
follows: 

(C) Any person making any invention or discovery useful in the production 
of fissionable material or in the utilization of fissionable material or atomic 
energy for a military weapon who is not entitled to compensation therefor under 
subsection (a) and who has complied with subsection (a) (3) above may make 
application to the Commission for, and the Commission may grant, an award. 

Now if this provision is carried over from the previous act it will 
give anyone an opportunity to apply for an award in those cases 
where the Commission has not requisitioned or condemned the inven- 
tion, and where no patent can be granted. If this suggestion is fol- 
lowed, then paragraph (C), page 51, of the proposed act can be 
retained, and relates thereto. In other words, at present we do not 
find where there is any provision that an inventor holding a patent 
which is not taken or condemned by the Commission has an oppor- 
tunity to apply to the Commission for an award which the Commission 
may, of course, grant or not grant. 

Chairman Coxe. Is it necessary, do you think, to write that into the 
law ? 

Mr. Sreicer. We believe it is advisable to or individual in- 
ventors and small companies. He cannot get a patent in this field, 
it is in the weapon field, so why not let him prepare a patent appli- 
cation, file it, and hope he can get compensation? In other words, it 
will provide some encouragement. 

Representative Parrerson. Even if the Government is not interested 
in it? 

Mr. Sreicer. If the Government is not interested, they could refuse 
the award, give him no award. Under the present act there is no 
hope for that man to get anything. He cannot get a patent, he cannot 
get an award. 

Representative Horirrecp. That was taken care of under the: old 
act. 

Mr. Sreicer. Yes. 
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Representative Hortrretp. And awards have been granted in cases 
like that, I understand. 

Mr. Sreicer. Yes. 

Sections 151 and 152 would preclude the issuing of patents and 
effect revocation of patent rights in the fields of atomic weapons and 
research in atomic energy. We believe it would be a grave mistake if 
development in these fields were not given the benefit of the spur to 
progress which the patent system always provides. The Govern- 
ment cannot be hampered by any patent in these fields because the law 
now in effect gives it the right to use, or have others use for it, the 
invention of any patent. Moreover, all patent applications in these 
fields would be subject to existing secrecy and security regulations. 

As to private activities, the existence of a patent, rather than stop- 
ping activity will spur private concerns to devise new and better ways 
of doing the same thing—as always happens in private enterprise under 
our patent system. There are individuals and companies engaged 
primarily in the development and manufacture of laboratory equip- 
ment for research purposes and, if section 152 is to be retained, such 
manufacturers will not enjoy the benefits of the United States patent 
system and, consequently, the urge to invent and develop new and 
better laboratory equipment will be discouraged. 

These companies, which are usually small companies, which special- 
ize in the research and development of laboratory equipment, would 
have little encouragement to make an investment in that field, because 
if they produce new and better apparatus, and if it were successful, 
anyone could buy one and duplicate it. The latter would have no 
development expense whatever. So we feel that while the committee 
intended to help research in that respect, we question if it will not have 
the opposite effect. 

In the atomic weapon field, of course, the Government will continue 
to control the development and manufacture of military weapons 
employing special materials. 


CHAPTER 10——UTILIZATION OF ATOMIC ENERGY 


Sections 102 and 103 relate to licensing of production and utiliza- 
tion facilities and the manufacture thereof. As here proposed there 
can be no manufacture or utilization of privately financed industrial 
powerplants until the Commission shall make a report to the Presi- 
dent and the President has transmitted this report to the Congress 
with his recommendations. After 90 days in Congress, then licenses 
may be issued by the Commission. Such licenses might relate to, for 
example, the production of fissionable material or to the manufacture 
of a power system and the operation of such power system. The 
difficuulty with this provision is that it is believed to be too complex to 
be workable, due to the nature of the report required and the pro- 
cedure which must be followed, and because it is left entirely to the 
Commission as to when, if ever, it will make such report. NAM, 
therefore, recommends that sections 102 and 103 be simplified. 

Section 103 requires as a condition of a license that the licenste 
agree to make available to the Commission such technical informa- 
tion and data as the Commission may determine is necessary to pro- 
mote the common defense and security, and to protect the public 
health and safety. The difficulty with this provision is that its scope 













464 AMEND ATOMIC ENERGY ACT OF 1946 


is left entirely up to the judgment of the Commission. It should be 
revised to state that only such information as is necessary for the 
indicated purposes must be furnished, and that such information is 
to be used by the Government only for these purposes. 

Section 103 of this chapter prohibits licensing any corporation or 
association if more than 5 percent of its voting stock is owned or 
voted by aliens or their representatives, or if more than 5 percent of 
its members are aliens, or if any officer, director, or trustee is not a 
citizen of the United States. We believe that such a provision may 
well render many patriotic companies in this country ineligible 
for acquiring licenses for the manufacture or operation of atomic 
facilities, as many companies have largely diversified stock holdings. 
It might be difficult or impossible for such companies to show that 
not more than 5 percent of its stock outstanding is owned or voted by 
aliens or their represe ntatives. [t might be more realistic to change 
this figure from 5 percent to 25 percent, and we urge that this be done. 
Furthermore, with respect to officers, directors, and trustees, many 
companies contain, in their organizations, a citizen of, for example, 
the Dominion of Canada, which fact would also render such company 
ineligible. In connection with these aspects, the committee may wish 
to review the Communications Act and obtain the benefit of the Gov- 
ernment’s experience in licensing broadcast stations in this country. 

It is our suggestion that the Commission be authorized to grant a 
license where, after proper consideration, it is of the opinion that 
the applicant seeking the license is of good character and that the 
requirements set forth above respecting directors, stock ownership, 
etc., be given consideration but not be made mandatory. In con- 
cluding on this point, NAM wishes to emphasize that it agrees whole- 
heartedly with the intent of the committee in endeavoring to estab- 
lish procedures which will insure that recipients of licenses are free of 
foreign control or domination. 

Section 106 of this same chapter refers to certain antitrust provi- 
sions. With respect to this section, it is recommended that the first 
sentence of this section be retained and that the remainder be deleted. 
It is not apparent why antitrust problems in connection with atomic 
energy should be any different from those in other activities. Nor is 
it apparent.why the Commission should be saddled with an addition- 
al burden in this foreign field. Further, we already have the United 
States Department of Justice and the United States Federal Trade 
Commission. These agencies are experienced in the interpretation 
and administration of our antitrust laws. To set up a third govern- 
mental agency would seem to be illogical and would accomplish 
nothing more than to add confusion in a field of law where, to say 
the least, the businessman is often confused. 


QHAPTER 17——JUDICIAL REVIEW AND ADMINISTRATIVE PROCEDURE 


In section 183 of this chapter, the bill proposes terms of licenses 
where the Commission grants a license for the manufacture or oper- 
ation of some atomic facility. It is recommended that there by added 
a subparagraph (e) reading as follows: 

No license issued under this act shall be conditioned on a requirement that the 


licensee assign his inventions or patents or any rights thereunder to the Com- 
mission other than as provided in this act. 
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In granting licenses for the manufacture or operation of facilities, 
which facilities are to be manufactured or operated with private funds, 
it is believed that the Commission should not require, as a condition 
of such license, that the licensee surrender his patent rights. 


CHAPTER 15—GENERAL AUTHORITY 


This chapter authorizes the Commission to do a number of things 
including the establishment of stand: unas of safety for licensees 
NAM believes that the law should require the Commission to promptly 
set up a safety code in this field, comparable to the exist - Boiler 
Safety Code in industry, because of its important bearing on n public 
safety and on the insurance needs of licensees. 

Some of our members have asked us questions with respect to the 
proposed act—that if they have a contract with the Government, do 
they still need a license from the Commission? We believe that the 
committee intended that a contractor with the Government did not 
need a license, but it might not be a bad idea, if that is the case, to 
specify that in the act. 

SUMMARY 


In conclusion, it is believe that if the proposed bill can be amended 
in particular instances, such as suggested above, the resulting act 
will undoubtedly prove to be a more effective instrument in stimula- 
ing rapid advances in the field of atomic energy in this country. 

Thank you, gentlemen. 

Chairman Core. Thank you, Mr. Steiger. Are there any questions 
from members of the committee? 

Representative Ho.irim vp. Mr. Steiger, on page 5, where you re- 
ferred to section 106, you do not believe that there is any obligation 
at all that should be put upon the Commission in granting licenses 
for participation in the building of reactors for power; you do not 
believe that any admonition should be given them to see that these 
licenses are granted so as not to form a pattern of monopoly in this 
new industry ? 

Mr. Sreicrer. No; we do not believe that, Mr. Holifield. We be- 
lieve in retaining the first sentence of that section 106, which reads: 

Nothing herein contained, including the provisions of this Act which vest 
title to all special material in the United States, shall relieve the operation of 
any law of the United States relating to unlawful restraints of trade and 
monopolies or to combinations, contracts, or agreements in restraint of trade. 

Representative Horirime.p. In other words, you would make them 
subject to the existing law after they have exercised their preroga- 
tive of granting these licenses, and then if abuse had occurred, you 
would allow the abused one to have access to existing law ? 

Mr. Sreicer. Yes. 

Representative Horirrerp. But you would not put them under any 
admonition to direct this new industry into nonmonopoly channels? 

Mr. Sretcer. I think we all appreciate when we go into any venture 
that we have to keep in mind always the antitrust laws. That comes 
up all the time. I think manufacturers are quite conscious of that 
and operators are quite conscious of that. 
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Representative Horrrrerp. They do frequently violate those laws, 
though, and are called into court by the Department of Justice to 
answer to those violations ? 

Mr. Sreicer. I might say, Mr. Holifield, in that connection, very 
few people deliberately v iok ate those laws. What is within the law 
and what is outside the law in many cases is a very difficult question. 
Businessmen are confused, and the best antitrust lawyers in the coun- 
try will not give definite opinions. They are very close questions. 

Now if you set up a third agency—at least we have some knowl- 
edge and idea of what the Department of Justice thinks and the 
Federal Trade Commission thinks, who have had years of experience, 
but if you set up a third and new agency and we have to conform 
with all three, it is Just—— 

Representative Horirretp. Of course, you are aware there is prec- 
edent for this type of law, not only in this act but in the disposal of 
surplus property, where the Administrator of General Services Ad- 
ministration must confer with the Attorney General in regard to dis- 
posing of surplus property worth over a million dollars. 

Mr. Sreicer. Yes. 

Representative Houirreip. So there is a precedent for taking pre- 
ventive steps to prevent this sort of thing happening. 

Mr. Sreicer. Yes. 

Representative Hoxririeitp. And therefore it is not anything new. 

Mr. Sreieer. Of course, we have a situation here where there is a 
power system, and of course to start a power system the first thing 
required is financing. 

Representative Houtrrerp. That is right. 

Mr. Sreicer. And it is quite different from a radio broadcasting 
station because the order of money involved is many times that of 

broadcast station. And if because of some hairline question of 
whether or not a certain activity was within or outside the bounds 
of the antitrust laws, the material could be removed from a station 
and that station rendered valueless, you have a very serious problem. 

Representative Hotrrrerp. I think the utility companies also have 
additional protection in their State power commissions which grant 
them, in effect, a monopoly privilege as far as the serving of certain 
areas is concerned, without bringing them under the regular monop- 
oly laws. So there is that protection. 

Mr. Sreicer. But the manufacturers of the apparatus do not have 
that. 

Representative Horirmip. No, that is true. 

I notice you say that a thousand of your 20,500 manufacturers are 
now participating in the country’s atomic energy program. Do you 
believe that these companies which are participating should be al- 
lowed to have an advantage over the rest of industry as a result of 
the information which they are gaining and will gain in these limited 
number of licenses, that they should be given normal patent rights ? 

Mr. Sretcer. I think the act could be drawn—of course, we have 
called attention to the fact that it is rather cumbersome as to when 
this thing gets started, and the fact it may never start. It could 
be drawn that anyone could make an application right at this time, 
anyone could apply for a license. 

Representative Horirecp. I think anyone can apply, but as to 
whether they get the license or not is another problem. 
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Mr. Sreicer. That is right. 

Representative Houirrecp. That is like each American citizen of 
a certain age has a right to be President, but there is very little 
likelihood that all of them will get to be President. 

Now in the field of licensing, I think you make some good points 
there that the licensing thing has got to be cleared up. It is quite 
involved at the present time. But I notice that you object to the 
Atomic Energy Commission setting a royalty fee on such patents as 
they have. 

Mr. Sreicer. Yes. 

Representative HotiFrevp. And you want them to be able to con- 
tinue their present licensing practice, which is to allow free access to 
all patents which they have. 

Mr. Strercrer. Yes. Or they might charge a royalty, but not make 
it mandatory. They might want to make a deal some day. I mean I 
do not see where the problem of licensing Government patents in 
atomic energy is any different from in other agencies. 

Representative Horirrecp. Then as far as the Government is con- 
cerned, if they have any knowledge which has been acquired by the 
expenditure of public funds, you want them to make that available to 
all of industry nondiscriminately ? 

Mr. Srercer. Yes. 

Representative Horirretp. But as far as some knowledge that some 
private individual, some private corporation might obtain—— 

Mr. Sreicer. With its own money. 

Representative Horirrerp (continuing). Because of their advan 
tageous position in this field, you are not willing for that same prin 
ciple to apply ? 

Mr. Sreicer. That is right. 

Representative Hotrmretp. But you want them to have the right to 
charge royalties? 

Mr. Sreicer. That is the only way you will encourage private risk 
capital. 

Representative Ho1irrmip. And you want no control over the 
«mount of royalties which they will charge or the degree to which they 
can exclude other elements of private industry from utilizing their 
patents ¢ 

Mr. Sreicer. No. No; because we believe that this art has reached 
a stage where there can be no monopoly of this art with patents. 

Representative Hotirreip. That is all, Mr. Chairman. 

Chairman Corz. Mr. Steiger, what you meant, I think, or at least 
I am going to give you the chance to express definitely just what you 
did mean in response to a question propounded by Mr. Holifield, with 
respect to the right of a company or an individual to patent an idea 
which came to that company or individual in the course of a contract 
he may have had with the Government, you have indicated an affirma- 
tive answer. 

Mr. Sreitcer. No. I was not speaking to that, not a contract with 
the Government. 

Chairman Core. I thought you had misunderstood. 

Mr. Sreicer. No. 

Chairman Corr. Let me ask you, on my own, do you feel that any 
private company or individual who has had a contract with the Gov- 
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ernment should have the right to patent any idea that occurred to him 
or the company during the course of that relationship with the 
Government / 

Mr. Sreicer. What the National Association 

Chairman Coir. That can be answered one way or another. 

Mr. Sreicer. The answer is, what the National Association of Man- 
ufacturers believes is that he should patent that, and that he should 
give a free and nonexclusive license to the Government. That is the 
opinion of the National Association of Manufacturers. 

In other words, what we have in most of our defense activities 
in Government developments contracts, the invention is patented by 
the contractor, he owns the patent. That is an inducement for him 
to take these contracts. Then he gives the Government a free, non- 
exclusive license. That is what the National Association of Manu- 
facturers believe should take place here. 

Chairman Corg. Perhaps I should clarify my own question. I am 
limiting the question to the atomic-energy field. 

Mr. Sreicer. Yes. 

Chairman Cotz. And to this period when it was illegal for patents 
to lie in that field. 

Mr. Stercer. Yes. 

Chairman Corx. During that period of time when a private indi- 
vidual or a company had a contract with the Government and he 
developed an idea, do you feel that he should have the right to patent 
that idea? 

Mr. Sreicer. Not under existing law; no. 

Chairman Corr. That is what I am talking about. Now as to the 
future, when the right to have a patent in the atomic field may be 
granted by law, do you feel that a private contractor with the Gov- 
ernment should have the right to patent an idea which arises in the 
course of that relationship? 

Mr. Sreicer. Yes; subject to a nonexclusive free license by the 
Government. 

Chairman Cote. And compulsory cross license to anybody using it 
for Government purposes ¢ 

Mr. Sreicer. Yes; because the license to the Government would 
take care of anybody that made for the Government. 

Chairman Coz. That is what I thought you meant. 

Representative Duruam. Can an individual do that today, Mr. 
Steiger? 

Mr. Sreicer. Can he? 

Representative Duruam. For instance, an individual who is taken 
into the Army and writes a book, and that book is adopted by many 
universities of the country and used, that individual is prevented 
from getting any income from that book under the present system. 
There is no difference in that relationship and a patent, is there? 

Mr. Sreicer. No. 

Representative Duruam. It is the same thing, and today that is 
prevented, 

Mr. Srercer. Yes. 

Mr. Surrs. May I comment on that point, Mr. Durham? It seems 
to me there is this difference in the case of a contractor for the Gov- 
ernment in which a patent may result—that the contractor has con- 
tributed to that work a great deal of know-how that he has built 
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up prior to making the contract, which might not apply to the case 
which you mentioned of an individual in the Army. 

Representative Duraam. What is the difference between a copy- 
right and a patent when it comes to the principle of the thing? Both 
of them have been developed because a man has some scientific thought, 
or some way of expressing himself better than the other individual, 
and it is selected over and above the other individual who may submit 
a book upon the same thought, the same line. I see no difference. I 
do not know. I may be confused. 

Mr. Surrs. I would simply argue, Mr. Durham, that the equity 
in the contractor obtaining a patent lies in the fact that he contributes 
know-how that has been built up prior to his taking on this con- 
tract, and it is because of that know-how and knowledge that he was 
selected in many cases as the contractor to do the work. 

Representative Durnam. That is true. Of course, he was paid 
for it just as much so as an individual who receives a salary em- 
ployed down here in a branch of Government, who goes out and writes 
a book and the education department of the country adopts it. 

Mr. Surrs. Yes; but he is not paid, Mr. Durham, for know-how 
he developed prior to undertaking the contract. 

Representative DurHam. Why is he not? He got his education 
in a private institution before he went with the Government. That 
is know-how. 

Mr. Surrs. The individual took care of that. But if a contractor 
has built up a special skill in a special field, let us say in the develop- 
ment of control equipment, he has learned that art, he then under- 
takes a contract for the Government to develop control equipment 
required for atomic reactor. He has in this instance applied knowl- 
edge that he learned previously at his own expense to the work for 
the Government, and that seems to me as the reason why he might 
have an equity in a patent that results under the Government contract. 

Representative Durnam. Under the present provisions we are try- 
ing to write in this law, what is your thought? Of course, you have 
people coming into your company and leaving your company, going 
out into private enterprise. They may stay out several years. What 
is going to happen to that individual under this present law if he 
makes application for a patent? 

Mr. Sutrs. I do not believe I understand your question completely, 
Mr. Durham. Under common practice in industry, if an invention 
is made by an employee, the employer under the employment agree- 
ment generally acquires the right to the patent. Now after the em- 
ployee ceases to be employed, he has a right to the same. 

Representative Duruam. Is that the general rule of industry today ? 

Mr. Surrs. Yes; it is. 

Representative Duruam. That is one thing I was not aware of. 

Mr. Steicer. Only as it applies to professional people, engineers. 

Representative Durnam. Do you put it into a contract when people 
are employed by your company ? 

Mr. Steicer. Yes. 

Representative Duruam. Is that general in every case? 

Mr. Surrs. That is common practice in industry. 

Representative Horirmip. But you would not want the Govern- 
ment to exercise that same right in its employment of contractors. 
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You want to enjoy the right of prohibiting your employees from tak- 
ing out patents in the line of work they are engaged in while they 
are in your employ. You feel that you have a ‘right to it because 
you are providing them with the funds and the laboratory and the 
equipment and so forth. And you feel—and I can see your point 
of view—that you have that right to preclude them from getting 
a private patent. But now in the case of the Government contracting 
with your company to do a job, you do not want the Government to 
have that same right, do you? 

Mr. Sreicer. That is right. If we take the experience, Mr. Holi 
field, in the Armed Services Procurement Operations—— 

Representative Hortrretp. Yes. 

Mr. Sretcer. The armed services will give a research and develop- 
ment contract to a particular company. They usually select that 
particular company because of its vast experience in some particular 
field, its backlog of knowledge. By giving it to that company the 
job is done quicker and better than if given to some company with 
no experience. 

The company takes that contract, not from a profit motive stand- 
point, but it may lose money, at the most make very little money. 
There is no profit motive in that development contract. 

Representative Hoxirre.p. Are you telling me that defensen con- 
tracts are nonprofit contracts ? 

Mr. Sreicrr. Yes. Research and development contracts I am talk 
ing about. Not supply contracts; research and development. 

Representative Horirrecp. Research and development contracts. 

Mr. Sreicer. Now the reason the manufacturer takes that research 
and development contract and removes a lot of his professional people 
from their daily bread-and-butter business is because of two things: 
First, he expects to acquire some more technical knowledge because 
of that contract, and, secondly, he hopes he may get some patent rights 
which he can used im his business which will have value to him. 

They are the two inducements why he takes that contract, why he 
takes valuable professional people off his bread-and-butter business 
and assigns them to that. Then when he gives the Government a 
nonexclusive license, the Government has all the patent rights it needs. 

Representative Ho.irrecp. For their own use. 

Mr. Sreicrr. It can make it, have anybody else make for it. If he 
gave the Government exclusive license, it would not get anything 
more, in effect; if he gave the patent, it would not give anything more 
in effect. 

Representative Honirretp. That is right. 

Representative DurHam. Under your procedure today, under this 
law, if you had a contract with the Federal Government and one of 
your individual employees developed some kind of a patent, that right 
would accrue to you? 

Mr. Sreicer. No. Under our contracts today, Mr. Congressman, 
that patent would belong to the Government. 

Representative Dcruam. It would belong to the Government? 

Mr. Sreicer. Yes. 

Representative Hotrrmrp. That is in the field of research and 
development ? 

Mr. Surrs. In the atomic-energy field. 
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Mr. Sreicer. I thought he said in the field of atomic energy. 

Representative DurHam. I said under the law we are considering 
here. 

Mr. Sreicer. I think, gentlemen, we have to distinguish between 
this law and between a contract between the Government and an indi- 
vidual. The contract between the Government and an individual, as 
I see it, is a matter of sitting across the bargaining table and making 
adeal. This law, as I see it, with which we are concerned today, is the 
law which will apply to people who want to invest their own money. 

Representative DurHam. Operating under the general law. 

Mr. Srericer. He wants to build a plant with his own money, not 
with the Government money; so he needs a license. 

Representative Hoxtrievp. I would like to explore a thought you 
brought up in my mind and get your idea on it. In the case of the 
Westinghouse contract—and I use that just as an example. 

Mr. Sreicer. Yes. 

Representative Horirrerp. The Government is putting approxi- 
mately, let us say, $40 to $50 million into this reactor, and Westing- 
house has signed a contract under which all of the discoveries or 
inventions accrue to the Government as a result of the Government 
putting up this money. 

Now there are four other contemplated reactors which will be built, 
undoubtedly by some large American corporation. If the granting 
of those reactor contracts is on approximately the same basis, where 
the Government puts the money into building the reactors, you would 
not want those corporations to have the right to patent processes or 
machinery that might be developed during the course of the contract, 
because these are : all first-time jobs, you might say, on a big scale? 

Mr. Sretcer. No, we would not worry about that, Mr. Holifield. 

Representative Horrrietp. You would not want them to have it? 

Mr. Sreicer. I would say we would not care; that is their business 
whatever contract they make with the Government. We have made 
our contract. We will live with it. We have made it. We did it 
with our eyes open. 

Representative Horirreip. Now let us assume there is a limited 
number of these reactors to be built and private companies come in 
and say, “We will put up the money for building, let us say, a breeder 
type of reactor. We want to avail ourselves of all of the information 
which is available in the Government files, and we want to use the 
Government laboratories for continuing research and development 
in this field. But we will put up the $30 million for the reactor itself.” 
Do you believe that that company then should have normal patent 

rights in anything that they develop during that period of time they 
are using their own ingenuity and know- how as well as the Govern- 
ment’s information and the continuing use of the Government labo- 
ratories ? 

Mr. Sreicer. I believe this, Mr. Holifield : That if they use the labo- 
ratories—of course, under this bill, if they have jobs performed in the 
Government laboratories, they should pay the Government for it as 
provided for in this bill. 

Representative Hoxtrtenp. Yes. 
Mr. a Now if they want the technology of the Government, 
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Representative Hoxrrrecp. That is free to them now anyway. 

Mr. Sreicer. If they want the technology of the Government, then 
it would seem to us that they should in consideration for that tech- 
nology give to the Government a free nonexclusive license, keeping 
the patent for themselves. 

Representative Hoxirretp. But you do not feel they would be obli- 

gated to the rest of industry in any way to share with them the dis- 
coveries which they may make during this interim period? 

Mr. Sreicer. No, because the minute they have to do that, in sitting 
around a table and deciding how much of the stockholders’ money 
to put into a certain venture, risk—gambling is a better word—two 
things, of course, are fundamental: One, are we, by spending this 
money, building up our own know-how and technology? And, two, 
is there any possibility of building up our patent situation ? 

If the answer to both of those is “No,” that you must give this 
technology to all the competitors, you must give your patent rights 
to all competitors, then—— 

Representative Horirretp. Even though you give it to them on a 
licensing basis whereby you received a reasonable ‘fee? 

Mr. Sretcer. Yes. 

Representative Hoxiirrerp. You would still be opposed to it? 

Mr. Sretcer. Yes. 

me itive Horirrerp. We had some testimony before us from 
Mr. McKune of the General Electric Co., in which he said that their 
company had as yet been unable to obtain any private insurance 
company to commit itself to insure the reactors which they might 
want to build, or their employees in that reactor. He said that under 
those circumstances he felt that the Government should set up an 
institution something like the war-risk insurance in order to take 
that risk and guarantee to the private insurance companies that an 
atomic catastrophe would not wipe them out financially. What is 
your thought on that? Do you think that the Government should 
insure private industry and at the same time let private industry 
have these patent advantages? 

Mr. Sreicrr. As far as the NAM is concerned, they have recom- 
mended that work be started to establish a safety code, to see what 
kind of a safety code can be established, something akin to the steam- 
boiler code. 

Representative Horirretp. Of course, that code will have to be 
established. I agree with you on that. But assuming that basic code 
is not approved by your major insurance companies, do you still be- 
lieve that the Government should come in and insure private industry 
in these projects for power? 

Mr. Sreicer. I hope not. I do not know. *We have not considered 
that in the NAM, frankly. I should think a solution could be found 
to that. 

Representative Hotirretp. It would indicate a further liability and 
obligation on the part of Government which would have to be taken 
into consideration in protecting the public interest, would it not? 

Mr. Sreicer. That is right; but we have had problems like this 
before in other fields, and they worked out. I know this is a little 
greater in magnitude, but I should think that the risk here—I should 
think Dr. Suits is better qualified to answer that than I am—the risk 
of an explosion is very small. 
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Mr. Surrs. The probability of an explosion is very small, but the 
potential risk is very great. 

Represent: itive Honirreip. That is right. 

Mr. Surrs. Those are the two things that must be balanced. 

Representative Houitrietp. That is, I think, what the problem is 
with the insurance companies. I agree with you that maybe the 
risk is not as great as they think it is. At least, so far, we have not 
had any reactors blow up. 

Mr. Surrs. I do not know anything about insurance, but I pre- 
sume that insurance companies would attempt to determine rates 
on some sort of experience, and in the complete absence of experience 
they would be at a loss to know what the rate should be; and, hence, 
their reluctance to enter into any insurance plan. 

Representative Hotirtetp. But if they continue with that reluctance 
to enter into insurance of private industry in this venture, it would 
certainly be a very strong factor in securing your stockholders’ money 
to invest in that type of a business, would it not? 

Mr. Surrs. Yes. 

Representative Durnam. Mr. Suits, you expressed very deep con- 
cern about section 105, which I am also concerned about, as to how 
far it goes into private research and what type of Government con- 
trol might be permitted under this provision. As I get your state- 
ment, you think that this field should be definitely clarified between 
weapons and private research. Is that your thought ? r do you 
want a clear-cut division ? 

Mr. Surrs. My thought, Mr. Durham, is that if there be licensing 
in this area, it should be in pursuance to the purposes of the act, 
and that there are two purposes which I think are pertinent. One is 
the encouragement of research and the other is the national security 
on the public safety. It seems to us that in neither of these purposes 
would there be an advantage in licensing research and development 
in atomic energy, because we feel that the hazards to the public and 
to the national : Security under the present administration of the pres- 
ent law are adequately protected, and that under the proposed bill 
research would not be encouraged but would, in fact, be greatly dis 
couraged. 

Representative Duruam. In other words, you would suggest some- 
thing like the present policy which we have with the research reactors 
that we have developed in the universities throughout the country. 
Is that what you have in mind ? 

Mr. Surrs. Right. 

Representative Duruam. Do you think that is broad enough to 
continue research on the basis which will be progressive and not be 

restricted by Government controls? I am a little bit worried about 
Government control of research. 

Mr. Surrs. We are greatly worried about Government control of 
research. And if such controls should be exercised, there should be 
a benefit that corresponds to the disadvantages. We do not see any 
of the benefits. 

Chairman Corr. Let me ask you: Is it not necessary for a laboratory 
that has a still that distills alcohol to get a permit from the Govern- 
ment ! 


Mr. Surrs. Yes; that is true. 
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Chairman Core. Has that impeded the research and development 
of distillation of aleohol? Of course it has not. 

Mr. Surrs. I am sorry, I have no experience in that field. 

Chairman Core. Is there any reason you have to believe that is any 
more difficult or constitutes any greater obstacle than the require- 
ment that anybody who uses a reactor in a laboratory go to the Gov- 
ernment and get a permit so the Government can keep check on it? 

Representative Durum. I hate to disagree with my chairman, but 
the chemical structure of the two are entirely different. 

Chairman Cote. We are not talking about the chemical structure, 
we are talking about the need of going to the Government to get a 
license. 

Representative Durnam. It is broader than that. 

Mr. Surrs. I think, Mr. Cole, there are at least two differences here. 

Chairman Corr. I wish you would explain what they are so far 
as the obstacle of going to the Government. 

Mr. Surrs. In the case of the proposed license in research, the area 
of coverage is almost the whole waterfront of physical sciences. It 
is not possible under the present definitions to exclude much of any 
research. So it is a vastly different thing from licensing a few stills 
in miscellaneous laboratories. 

Furthermore, in the case of licensing for the stills, presumably you 
want to be sure that there is not going to be a substantial quantity of 
taxable alcohol produced. 

Chairman Corr. That is just why we require laboratories to be 
licensed. 

Mr. Surrs. But it can be told with great assurance that no sub- 
stantial quantities of these materials are going to be produced in 
lnboratories. 

Chairman Core. All the Commission has got to do is issue a general 
license saying any laboratory may have a reactor and use fissionable 
material if it does not produce or use an amount greater than X. 

Mr. Surrs. If you puta limitation on the quantity in- 

Chairman Corx. It is not necessary to write it into the law. The 
Commission is granted authority to grant the license. 

Mr. Surrs. But suppose the Commission does not decide to impose 
this limitation on quantity. It does not have to according to the pro- 
posed legislation. 

Chairman Core. If it does not issue such a general license, it will 
mean that the clamor from the small laboratories is not loud. 

Mr. Surrs. Well, the clamor from all laboratories will be horrible, 
I can asure you. 

Chairman Corr. Then you can be sure the Commission will issue 
such a license. 

Representative Duruam. It used to be that it took a great amount 
of fissionable material to make a weapon. Nowadays that has been 
changed and we have continuous changes in that field. 

Representative Houiriecp. I think you have brought up a very im- 
portant problem here, and a problem we are wrestling with, because 
heretofore we were dealing with bomb quantity materials, and it took 
quite a bit of material to make a bomb. If we do get into the field 
of lighter weapons, which we hope to do, smaller amounts of this 
material which can be used in laboratories can also be used in weapons. 
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So you see we are struggling with a very hard problem here as to where 
to draw the line on quantity. 

Mr. Surrs. Sure. 

Representative Houirretp. And while I want to see the bill written 
so that research will be just as free as possible, I still recognize the 
concern of the chairman and the rest of us in getting into this field 
which has the dual purpose of destruction as well as industrial appli- 
vation. 

Mr. Surrs. I think everyone would share that concern, and when 
you are talking about bomb quantity of any of these materials we 
are in agreement—let us be sure we have adequate control there. 

Representative Hotirretp, On that point, let us assume—and this 
is purely an assumption, I assure you—that tomorrow we have a 
bazooka which we could use as an atomic weapon. Do you see where 
our problem is? When we are talking about strategic bombs carried 
by a B-29, we are talking about one thing, but if we are talking about 
smaller substances—we already know we have a 280-millimeter can- 
non shell, which is only about so big [indicating], so that in itself, 
without even going to the bazooka, is something that concerns us. 
Because when this substance gets distributed around without people 
having licenses and we lose track of it, somebody might decide to make 
a weapon out of it. 

Mr. Suits. Let us include all such cases as bomb quantities, and let 
us be certain that weRfe entirely safe in terms of national security and 
safety in those bomb quantities. It seems to me there could be no 
possible argument. 

Representative Hottrretp. Let us use the word “weapon.” 

Mr. Surrs. Let us say weapon quantities. But there is a vast differ- 
ence between the quantites involved in such cases and the quantities 
involved in 99.9 percent of the research which would come under the 
proposed legislation. 

Chairman Cote. We thank both of you gentleman for coming. You 
have been very helpful. 

Mr. Surrs. Thank you very much. 

Chairman Corr. We have one more witness—Mr. Murray Lincoln, 
representing the American Farm Bureau. Mr. Murray, you are wel- 
comed, and you may proceed. 


STATEMENT OF MURRAY D. LINCOLN, PRESIDENT, FARM BUREAU 
INSURANCE COS., OHIO 





Mr. Lincotn. My name is Murray D. Lincoln. I am appearing here 
as president of the three Farm Bureau Insurance Cos. of Columbus, 
Ohio, which is where I live. 

I would like to interpolate here that perhaps my reason for my 
being here and being interested in this thing—I was recently called 
into private conference involving insurance companies and a finance 
man to consider this whole proposition. 

Chairman Cote. Mr. Lincoln, let me interrupt to perhaps correct 
myself. I understood that you appeared in behalf of and as repre- 
sentative of the American Farm Bureau. 

Mr. Lancoin. No. 
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Chairman Core. And I so stated when I called you to the stand. 
I want to correct that. 


Mr. Lincotn. Thank you. 

I was so impressed and, I might say, startled because at this meeting 
we were given the benefit ‘of a paper by what I understand is a former 
employee or a present one of the Atomic Energy Commission. The 
paper was approved, so he stated, by the Atomic Energy Commission. 
And the thing that impressed me was not only the implications of this 
whole thing, but ¢ apparently the imminence of the use of atomic energy 
fur peaceful purposes, and I thought this meant that we all better 
get interested. 

The Farm Bureau Insurance Co.—among the large companies of 
the Nation in the insurance field—are mutuals. They were formed 
by Ohio farmers who could not otherwise get the kind of insurance 
they needed at prices they could afford to pay. In the same way and 
for the same reasons, I have—over a long period—been identified 
with the organization and the operation of large cooperatives in the 
field of fertilizer, oil, and other goods and services including elec- 
tricity. 

I was then in the capacity of the secretary of the Ohio Farm 
Bureau and former member of the board of directors of the American 
Farm Bureau. 

I am also president of CARE, the Cooperative for American Re- 
mittances Everywhere. 

Chairman Cote. Let me ask you, is that the CARE we are familiar 
with in sending packages to needy people overseas ? 

Mr. Lincotn. Yes, sir. I have been president of that company 
ever since its organization. 

I was the only lay representative of agriculture on the five-man 
American delegation to the first United Nations Conference on Food 
and Agriculture in 1943. Lastly, I am president of Freedom Fund, 
a foundation organized by American cooperatives to help war-dam- 
aged cooperatives in other countries. 

I list these various connections and interests not, of course, to try to 
impress you, but to make it easier for you to understand w hy I share 

your great concern for the shaping of beneficial and equitable legis- 
lation in this all-important field. Essentially I want to make five 
points. 

First—and after I have listened to the testimony I am surer of 
this than ever—I am not a technical expert either on atomic energy 
or on this bill, which includes almost 100 sections, many of which 
are extremely technical. I would consider myself truly presumptuous 
were I to set myself up as an expert on this front. 

Second. I appear before you because, as a farmer, my interest is 
in feeding people—in creating an era of plenty. And atomic energy 
is, I believe, maybe one of the ‘keys to that door. 

Third. Out of my own experience as an organizer of one of the 
first electrical cooperatives in our country, I know firsthand what 
the Rural Electrification Administration has done for the farmer in 
his home and in his work. 

I would like to say right there, I think I was the first one to ap- 
proach Morris Cook, who was then Administrator of REA and con- 
vinced him of the need and the opportunity to let cooperatives get 
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into this field, which he at that time thought we could not do, but 
which we certainly proved we could do. 

I want to place on the record my conviction that the cooperative 
method cannot only be applied to the generation and distribution of 
atomic energy but that the use of the cooperative method is indeed 
essential—if the people are to have the full benefit of this new great 
resource, 

Fourth. I treasure, as do others, the basic resources of our country. 
I am appalled when they are wasted or destroyed. I am shocked 
when Congress, as with tidelands oil, makes them into giveaways for 
monopolies. I do not want that to happen with atomic energy. 

Fifth. I am here as a citizen who, like you, hates war. I believe the 
path of the A-bomb and of the H-bomb leads both to moral and to 
physical desolation. I seek honorable alternatives in a policy of 
working firmly toward justice and cooperation, of putting our shoul- 
der to the world’s work, of going, people to people, in the faith that 
love begets love as surely as hatred begets hatred. I believe that it is 
in our hearts and not in our arsenals that we have the instrument 
capable of piercing the strong armor of enemies. 


ATOMIC ENERGY CAN BE HOPE RATHER THAN FEAR 


The fact is that instead of atomic energy being the mightiest key 
the world has ever known, by which to unlock the door to brotherhood 
and prosperity—as it ought to be—atomic energy today creates and 
consists of our greatest source of fear. I think that we, all together, 
share the responsibility for turning the world’s fear into the world’s 
hope. 

President Eisenhower, in his dramatic appearance before the United 
Nations General Assembly on December 8, expressed this national 
responsibility of ours even as he fired the hope and the enthusiasm of 
the world. To all men of good will everywhere, the President’s pro- 

yosals for an international atomic-energy agency, supplied with 
Reskinnidbhe materials from the governments primarily involved, meant 
new hope for prosperity and peace. Remember what President Eisen- 
hower said: 

Experts would be mobilized to apply atomic energy to the needs of agriculture, 
medicine, and other peaceful activities. A special purpose would be to pro- 
vide abundant electric energy in the power-starved areas of the world * * *, 


MORE POWER MEANS MORE FOOD FOR MORE PEOPLE 


The legislation which you are considering, if I understand it, could 
enable the President’s proposal to be implemented. I believe that 
approval of these implementing provisions would be constructive. I 
feel this more keenly perhaps than do others because I know what a 
great part the use of power plays in food growing. Power and water 
are two of the greatest essentials for successful farming. Consider 
for a moment what the widespread use of low-cost atomic energy can 
mean in the food picture of the world. Consider how, by using atomic 
energy, it may become possible to bring water to the Sahara and to 
other desert areas, including those of our own Southwest. Consider 
how, by using atomic power, salt water can be made sweet and what 
that might mean to our good neighbors who live on the now desolate 
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western coast of Latin America and, indeed, to cities such as Los 
Angeles. 

Here in the United States, where we presently feel the weight of 
great crop surpluses, these uses for atomic power may not yet be felt 
with urgency a. and we must never forget it, most of the world is 
hungry. And hungry peoples set off wars and revolutions. Unless 
we act to help people feed themselves, danger of hunger-induced wars 
will grow rather than diminish. On May 2 the New York Times car- 
ried this headline: “U. N. Sees Population of 4 Billion by 1984 Caus- 
ing World Food Crisis.” The story began, “Rising birthrates and 
lower deathrates will raise the world’s population from 21 billion to 4 
billion in 30 years, United Nations experts have calculated.” And 
then followed a gloomy prophecy by the U. N. experts as to the ability 
of the world to feed this number of people, who will be with us only 
3 decades from now. But there are answers if we use them. Gentle- 
men, we believe in the bill you are here considering you hold one— 
and a very important one—of the answers. Atomic power is a key 
to unlocking not only the door to plenty for ourselves but to an ample 
food supply for the world. 





ATOMIC ENERGY BELONGS TO THE PEOPLE 


But to accomplish this—as well as every other constructive end 
visualized for the atom—the people must keep control of atomic power, 
and whether or not they will keep that control is at stake here in 
this bill. 

Does anyone doubt that atomic power, including the fissionable ma- 
terial and the techniques of its manufacture, is the people’s property ? 
On April 28, Adm. Lewis L. Strauss, Chairman of the Atomic Energy 
Commission, conclusively answered this question. 

He said that the original program of wartime atomic research cost 
the people of this Nation $2,500 million. The admiral estimated that, 
since that time, the Atomic Energy Commission has spent $11 billion— 
and that is without counting the budget bill now pending in Congress. 
Admiral Strauss said, for this investment the American people now 
own a vast industrial complex—empire. And please note this point, 
for it can be very important in the consideration of this bill, Admiral 
Strauss says that this “vast industrial empire” is worth more than it 
cost. 

I quote the admiral: 

The major product which has been produced, that is to say the fissionable 
material in atomic weapons, can be just as well used for power, if it is ever 
safe to do so—safe, that is, in the international political sense. It is not perish- 
able. 

The admiral goes on to say: 


Viewed in this light, therefore, we have used our $11 billion to build a capital 
plant and to stockpile uranium 235, plutonium, and other special materials as 
enormous reserves which may ultimately return their cost to us—perhaps far 
more than that—in the production of economical electrical energy. 


That is the end of quotation of Admiral Strauss and that lays out, 
in the words of the country’s highest authority the fact that atomic 
energy is, as of now, the people’ s enter prise. 
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WHY GIVE PRIVATE PROFIT AT PUBLIC RISK? 


I think we cannot and we should not lock the people out of their own 
enterprise. We cannot make atomic power a symbol of how to deliver 
to a monopoly private profit at public risk. The way in which fruits 
of public enterprise are delivered—when ripe for the picking—to 
monopoly—are many and we are very familiar with them. High on 
the list is the demand for “a favorable climate for private investment.” 
Gentlemen, we should examine that phrase carefully as it applies to 
atomic energy. You will find that in this case the favorable climate 
means a climate in which certain businesses expect the taxpayer to 
hand over even more than the usual rapid amortization, subsidies, and 
other benefits associated with the idea of “favorable climate.” 

In this case, business seems to insist that a climate will be fair and 
warm for it only if the taxpayer stands and delivers, practically for 
free, all those conventional — privileges, now banned by the 
Atomic Energy Act. Large business corporations ask us if we will 
be so kind as to forget our hard-earned knowledge that patents have, 
again and again, become an instrument of monopoly control by a few 
large corporations. They ask us to forget also our solicitude for 
smaller business or new business and our conviction that they too 
should have access on equai terms to these patents—which were de- 
veloped by the public’s money. And they also ask us to forget Presi- 
dent Eisenhower's words in his message to the Congress: 

Until industrial participation in the utilization of atomic energy acquires a 
broader base, considerations of fairness require some mechanism to assure that 
the limited number of companies, which as Government contractors now have 
access to the program, cannot build a patent monopoly which would exclude 
others desiring to enter the field. I hope that participation in the development 


of atomic power will have broadened sufficiently in the next 5 years to remove 
the need for such provisions. 


THE PRESIDENT’S PURPOSE THWARTED 


It seems to me that large business corporations ask us to forget all 
this. It is perhaps understandable, but it is difficult for me to under- 
stand. They have done all that before when their mouths have 

vatered at the sight of a possible nice new tasty monopoly. But what 
is not understandable to me is the language of this bill. Why, in the 
face of the President’s specific request in such plain language, does 
this bill go in the opposite direction? I know you cannot have been 
responding to pressure from those old hands at pressure—the utility 
lobbyists. 

Then why, gentlemen, since we are not yielding to pressure, why 
was there eliminated from this bill the words “strengthening free 
competition” which are so prominent in the 1946 McMahon Act? 
Why is it that the net effect of the patent provisions of the ere 
bill is to thwart the President’s expressed purpose to assure that “ 
limited number of companies * * * cannot build an menidpoky? 
Again as I see it. 

THE GIVEAWAY THEY WANT 


Existing business, of course, wants all the concessions they can 
et. But I submit that even they cap the climax, as one after another, 
in a parade of big business spokesmen, they demand it be they—and 
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not the Government—which will own the fissionable material which 
is used to make the power. This to me seems to be asking for a give- 
away indeed. Tidelands was oil and truly valuable. But in com- 
parison it was tiny, for remember what Admiral Strauss says: The 
very same fissionable material makes bombs as well as power—which 
is the point you were just making, Mr. Holifield. 

Fissionable material is the stuff of our security. Do they expect 
us—in the name of “favorable climate”—to hand over our lives as 
well as our newest and best source of cheaper power at low cost? 
That, I submit, is moving giveaway up to its ultimate possibilities, 
and we are opposed to it. 


LET’S HAVE FAIR TREATMENT FOR ALL 


Do not misunderstand me. I am not at all opposed to private busi- 
ness participation in the atomic-power program. I am for “favorable 
climate” too. But my idea of “favorable climate” is that qualified 
industry of all sizes shall have equal access to participation on equal 
terms. Because of this conviction I believe that all inventions should 
be made readily available to all interested and qualified businesses 
for a period of not less than 10 years. You could argue as to the time. 

On this and on every aspect of participation in the generation and 
distribution of atomic power, we stand against monopoly—and atomic 
power can be the Recalesnstatn monster of monopolies. We stand for 
free competition, the fruits of which the people can enjoy. 


INCLUDE THE PEOPLE FROM THE START 


To me this means that the people, who have developed atomic 
power through Government, with their money, must also have access 
to it at low cost. And wherever they live. And that means, I submit, 
that organizations of people, as well as giant corporations, should 
be in on the a from the start. 

The people need this cheap power and they have developed organ- 
izations by which they can use it. With the two—atomic power and 
organizations to make it useful—our people can move, not in the 
direction of State-controlled communism, not toward socialism, creep- 
ing or uncreeping; nor even toward the tight little world monopol 
which seems to be one path toward which portions of this bill oak 
Going the people’s way we can move in the direction of free unfettered 
private initiative. 


UTILITIES DID NOT SERVE FARMERS 


That way of truly free enterprise lies through cooperatives such as 
we have in the REA program. I ask you, as I talk about, this, to 
remember that those same giant utility companies who are here asking 
for what is a virtual monopoly did not give the farmers electricit, 
when they had it in their power to do so. Farmers, their wives an 
their children, waited in vain for light to see by, to study by, for 
power which could help them with their chores. In our rural areas 
we did not get that power until you, as Congressmen, passed REA 
legislation and we formed our electric cooperatives. Let us not find 
ourselves in that situation of vain waiting once again. So we think 
we should have opportunity for cooperatives from the beginning. 
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That will help not only the farmer and his neighbors who thereby 
benefit from atomic power but it will help the country too, for coopera- 
tives and coperation are at once a philosophy, an attitude toward 
fellow men, and a method by which atomic power can be produced and 
distributed. 

Cooperatives, such as those formed in connection with the REA, are 
by no means a cure-all. We do not claim it. But they do go far 
toward guaranteeing that the benefits of plenty are not siphoned off by 
a privileged few, which is an all too obvious danger here, because we 
ought to be talking something about the price this stuff is going to be 
sold at. 

The late Senator Taft, though he did not always see eye to eye 
with me on some things, did share my conviction on this value of 
cooperatives when he said: 

The cooperative movement has made great strides and cut down the margin 
between the producer and the consumer. It should be encouraged still more by 
legislation and by sympathetic Government assistance. 

We are talking here about power—about ways of getting more of 
it to people who need it at leat they can afford to pay. Atomic 
energy can create that needed power. 

I understand in this discussion, Mr. Chairman, that this gentleman 
said that a company was now ready to produce whatever it takes 
to produce this stuff at a cost lower than to produce electric energy 
by any other method that had ever been created. 

Chairman Corr. Can you identify that individual ? 

Mr. Lincoxn. I do not want to hide behind the fifth amendment 
here. 

Chairman Cote, I thought you were referring to some witness that 
testified here. 

Mr. Lincoitn. That was a private conference, sir, of insurance 
companies and bankers. I am assuming that was only given for our 
benefit, in which this question of insurance came up, by the way. As 
everybody knows the possibility of an insurance company to insure 
a hazard is to have some method of appraising the risk, and not a one 
of us could have any idea of how that risk was going to be appraised 
at this time. 

Representative Hotirreip. I think we should clear up this point in 
order that the press does not carry it. As far as we know, at this time 
there is no way of producing electrical energy at a cost competitive 
with the cost of fossil fuels. There are a lot of theories, Mr. Lincoln, 
of different scientists who try to look into the crystal ball of the 
future and assure us that they are moving toward a competitive or 
even more than competitive cost range; but I can assure you that 
this goal has not been reached as yet. 

Mr. Lincotn. He may have said he thought it would be possible. I 
would qualify my statement on that. 

Representative Houirrevp. There is no experienced man in the field 
of reactor research and development that I believe would make a 
statement of that kind. But that does not mean we will not reach 
that, and we might reach it in the very near future, and it might take 
many years. : 

Representative Dunnam. If there is, he has not appeared before 
the Reactor Subcommittee which has had charge of this field since 
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1946, and I believe we have heard every individual that has had any 
knowledge of the reactor development for power. 

Mr. Lincoxn. I may have misunderstood his statement. I thought 
that is what he said; but if I am in error, it is all right. 

Chairman Core. Proceed. 

Mr. Lancotn. We think cooperatives can move that power from the 
source to the consumer at the lowest possible cost. 


FEDERAL POLICY INCLUDES ATOMIC POWER 


When we talk about atomic power we seem to talk about it as if it 
were, in essence, quite different from electric power. We seem to be- 
lieve that this committee is, on this front, plowing new ground, and 
we know there are other uses for it. But, as to the use of atomic 
power, the issue before us is not one of atomic policy but of power 
policy. What is at stake is the power policy of the United States 
and that includes more than the cooperative method, more than REA. 
The Federal power policy which is at stake here is not new—not even 
New Deal. It dates back to Teddy Roosevelt. Teddy Roosevelt 
started this power policy and to date it has been the prime example 
of a truly bipartisan policy. No Congress in the last 50 years— 
Republican or Democrat—has changed that policy—though to be 
sure, right now some Government agencies seem to be trying to, by 
twist, by torture, and by edict, change that policy. Congress-has not 
changed the Federal policy. That policy includes the participation 
of the Federal Government ip the power business. And to me this 
bill raises the issue of that policy in terms of continued Federal 
participation. 

Representative Hourrrevp. Right on that point, Mr. Lincoln, I think 
you have made a very forceful statement in this paragraph of your 
statement. I certainly want to say that I think that you are exactly 
right—that this is a power bill. This bill is a power bill and should 
be considered as such because the main industrial application of it as 
far as we know will be in the generation of power. And yet there is 
a very little section in this bill which is entitled “Byproduct Power,” 
and that is the only direct reference to it. And that particular section 
does not give the preference rights which are given under the Flood 
Control Act and the Army engineers construction program to pref- 
erence uses. 

Mr. Lincotn. Yes. 

Representative Hoxrrrevp. It prohibits it by putting in a phrase 
which says that power produced from this source shall be sold on a 
nondiscriminatory basis to all comers. And in many instances you 
know what that means. 

Mr. Lancoxn. Yes. 

To me this is the same issue that has been joined in the battle over 
the Hells Canyon project in the Columbia River Basin, where the 
Idaho Power Co., has been given a green light to take over this resource. 

Inside this issue, and therefore within the province of this bill, is 
wrapped the future of the power-marketing policy which Congress 
wrote into the Tennessee Valley Authority, Bonneville Power Admin- 
istration, flood control, reclamation, and other acts. That policy gives 
a priority to the people’s nonprofit municipal and rural electric coop- 
erative systems in the purchase of Federally developed power. Boiled 
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down to simple words, that means a policy which gives the democratic 
right to American communities to choose public or ¢ ooperative power 
supply. Take that right away and American communities are then 
at the mercy of private power companies. 

In this atomic-energy issue we are dealing with a resource—a 
Admiral Strauss so amply proves—which is ow med by the people, ‘ust 
like the waterpower in our streams. And we are dealing with the very 
same utility companies who are trying to get the waterpower which the 
people own. The only difference is “that atomic energy can go any- 
where and everywhere, and therefore lends itself to even more equi- 
table distribution among the regions of our country. 

We all want atomic power, and we all want it soon. And the curious 
thing is that we can have it. But, as I see it, and I am not an expert 
on this legislation, Mr. Chairman, we do not need this bill to get it, 
as I see it, or as it has been presented to me. 

The present act, the McMahon Atomic Energy Act, is big enough 
and good enough for us to make the start to getting all the people the 
benefit of atomic power. I say that, not on my authority, but on the 
authority of the President of the United States. President Eisen- 
hower himself asserted this, when in his message to you, the Congress, 
he said: 


The act in the main is still adequate to the Nation’s needs. 


When the Atomic Energy Act was passed, in 1946, the Congress 
contemplated the possibility that atomic power would be generated, 
since it was then, and is now, the great hope of people here and every- 
where. As you know so much better than do I, section 7 (d) of the 
uct authorizes the Commission to use and sell electricity derived from 
the atom. 

Then what is the hurry to enact all these changes now contemplated 
if we already can act to get atomic power? W hat is the hurry—par- 
ticularly since the American people do not understand the implications 
of the changes? 

And that is where I just took the advantage of telling you until I 
heard this paper before these insurance companies and bank com- 
panies, and I think I am a reasonably well-informed person, I had no 
understanding of the tremendous implications of this for industrial 
uses, which he claims to have outlined. 

Representative Hoxirreip. This is destined to be our third great 
source of power—hydroelectric, fossil fuels, and atoms. 

Mr. Lincotn. We need greater public understanding as a back- 
ground for constructive congressional action, and we should not have 
that action until we have that understanding. There is no reason for 
haste. Those interests which are so loudly and vigorously pressing 
for quick changes may indeed have axes to grind. They may be much 
less interested in pushing economical developme nt of atomic power 
than in preventing REA and Federal development, and in obtaining 
a monopoly of their own. 

If, unfortunately, Congress passes an ill-considered bill and it 
results in a “give-away,” can anyone believe that “give-away” of 
atomic power will ever be retrieved? Can anyone expect that our 
large corporations who have invested or will invest tens of millions 
in the construction of atomic powerplants under this legislation, these 
plants will ever be turned back to the people? 
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Hurrying might, in ways like that, make a good thing for those few 
vested interests who get hold of the fruit of our public investment, but 
it will, in the process, freeze out permanently, I fear, municipal and 
rural electric cooperative electric systems. 

Perhaps there might be a plus in all this if opening atomic-power 
development to private enterprise would bring into play free, cost- 
cutting competition. Unfortunately the record is different. The elec- 
tric-utility industry is notoriously innocent of competitive-cost 
standards. 

It is because I believe this that I believe that authorizing legislation 
at this time is ill-advised and premature and, if enacted, would result 
in freezing the strategic monopoly position of a few large corpora- 
tions which possess the technical know-how and equipment to carry 
on atomic operations. 

It is because of this, and remembering the REA’s in our own State, 
Mr. Chairman—even though the utilities claimed at that time the 
farmers would never use enough electricity to justify the lines and 
they could not economically build the lines, we cut the cost of elec- 
tricity right bang in two. 

Representative Hotirretp. What State are you referring to? 

Mr. Lincotn. The State of Ohio, which I think is the first State 
that developed the REA. We cut the cost of building the line right in 
two as well as the power, and they are paying out, nearly every one of 
them. 

Look at it any way you want to. You cannot escape the conelusion 
that hurry to pass this bill is unnecessary and unseemly. Might it not 
be better to take the time to consider why it is that, though the 
McMahon Act authorized atomic-power production as early as 1946, 
the Atomic Energy Commission has done nothing about it up to now? 
Since it is crystal clear that the AEC has not shouldered its respon- 
sibility, it is, it seems to me, up to this committee to direct other exist- 
ing agencies to carry out the people’s desire or, if necessary, to create 
new agencies to do that. We may have to sooner or later. 

If ever there was a need for thoughtful consideration, for making 
haste slowly, it is with this issue. Atomic power is not just another 
development to be disposed of to the highest bidder or the strongest 
pressure group or the tightest monopoly. It is the forerunner to a 
new age. It is the key to an era of plenty with limitless possibilities 
and it is here. 

President Eisenhower stated this better than I can when he said: 

The United States knows that peaceful power from atomic energy is no dream 
of the future. That capability, already proved, is here—now—today. Who can 
doubt, if the entire body of the world’s scientists and engineers had adequate 
amounts of fissionable material with which to test and develop their ideas, that 


this capability would rapidly be transformed into universal, efficient, and eco- 
nomic usage? 


A study made by the Atomic Energy Commission indicated that, 
between 1960 and 1970, nuclear powerplants will account for 10 to 20 
percent of electric capacity put in poe, It is estimated that world 
reserves of atomic fuel are equivalent in energy to 20 times those 
reserves of coal and oil. 

I am again quoting this gentleman who gave us the idea that our 
total energy equivalents now have been multiplied by 25 times; that 
if we take all the coal, all the water, all anything else, this creates 
energy equal to 25 times all the known sources of energy. 
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ALL AMERICA HAS A STAKE IN THIS 


I submit that what happens to a resource as tremendous as this can- 
not be left to one segment of America alone. It must remain the 
concern of all the people and be ever used for their benefit. 

Who has the stake in this atomic energy which we are talking 
about? Of course, business has, but equally so has labor and the 
farmer, the consumer as well as the producer, the public as well as 
any other vested interest. All Americans have a ies in the atomic- 
energy program, and any legislation must safeguard that stake. 

The time to talk about what needs to be done is now—though the 
time to legislate on this domestic front may not be here. That time 
to legislate on this domestic front may not be here. That time will 
be at hand when the public understands all that is involved. When, 
finally, you do legislate I am sure your action will safeguard the 
people from monopolies created by patents or by giveaways. I am 
positive you will not surrender ownership of fissionable material 
and I am confident you will not do violence to the Federal power 
policy. 

If I heard some of the testimony right this morning, the statement 
was made that private enterprise ought to own this fissionable mate- 
rial. Was not that statement made? 

Representative Hoxtirreip. That is right. 

Mr. Lincoitn. That is what I thought I understood. 

Then, that done, I am certain you of the Congress, by your con- 
sidered legislation, will make atomic energy freely available on equal 
terms to business large and small, to the communities and, I hope, 
to the cooperatives. And when this has been achieved you will have 
struck a powerful blow for prosperity and freedom in this country. 

As to the international front, we already know that the people 
of this country are prepared for legislation now and without delay. 
If, therefore, as this bill contemplates, you make it possible to give 
the benefits of the peaceful uses of atomic energy to the world you 
will strike an equally strong blow for freedom everywhere. 

If you do it that way you will strengthen our country, and your 
democratic methods will be felt by the people at every level in all 
the countries we help. Done along the lines proposed by President 
Eisenhower your legislation will win us friends and allies. 

People are always saying that the Russians have a great advantage 
over us. It is said that they have a fifth column in every country 
and that this fifth column of Communists consists of Indians in India, 
Mexicans in Mexico, and so on. 

But that is only an advantage if you seek to equate Russian im- 
perialism with some kind of American imperialism. You obviously 
cannot have Americas in India or in Mexico acting as an arm of 
American policy, and you should not have. But if it is democracy 
that we are defending, there already exists a vigorous column of peo- 
ple who love freedom and who will die to defend it. And I think 
that column can be found in India, in Mexico—and I have a notion— 
even in Russia. It consists of true patriots who were born there. 

If you want to build that democratic international of people and 
watch the decline of the Communist international of robots, do it 
by example and begin also in this committee—with atomic energy 
for peaceful purposes. 
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If we make it possible by our actions to help all the people every- 
where to help themselves, we will win the allegiance of columns taking 
orders from inside the heart of man. They will be stronger than 
any fifth column which takes orders from a Kremlin. 

This is, it seems to me, the essence of what we can and what we 
should do—sparked by atomic energy to bring about the key to plenty. 
Then plenty, patterned after our way, can ms ake a world revolution— 
one that does not crush or kill, but instead helps to maintain life. 
Our American way can make a revolution that makes it possible for 
the world for the first time to live with decency and dignity. 

Let us, then, develop and expand the uses of atomic energy, 
this great resource, as a worldwide concern rather than as the con- 
cern of a utility company or even of a nation. 

If we think of it in that way, I think we will fully use our wonder- 
ful discovery. Now is the time for us all to get together to bring 
this discovery not only into the American way of life but also into 
the universal way of life. 

The H-bomb is new in world history but the antidote to it—the 
peaceful use of the atom—is also new. For the first time in history, 
material and moral means exist by which we can conquer vast eco- 
nomic and social problems on a world scale. We here in this beloved 
America are the chief trustees of this means toward that great end. 
I know that you will, by your action, give us evidence that the will 
and the imagination exist to prove to each single individual that 
all of us together—using atoms peacefully—possess power and 
strength greater than that of A- or H-bombs. 

Thank you. 

Chairman Corr. Thank you, Mr. Lincoln. 

If there are no questions from members of the committee, we thank 
you for your statement. 

Representative Hoiirireirp. Thank you very much. 

Chairman Cote. The meeting will adjourn to meet at 2 o’clock this 
afternoon in the old Supreme Court room. 

(Whereupon, at 12:55 p. m., the joint committee recessed until 2 
p. m. this same day.) 

APTERNOON SESSION 


(The hearing was resumed, pursuant to recess, at 2 p.m.) 

Chairman Coz. The committee will come to order, please. 

This is the opening of the last of the public hearings scheduled to 
be heard in connection with the pending bills to revise the atomic 
energy law. 

The first witness scheduled this afternoon is Walter Reuther, 
president of the CIO. 


STATEMENT OF BENJAMIN C. SIGAL, ATTORNEY AT LAW, ON 
BEHALF OF THE CONGRESS OF INDUSTRIAL ORGANIZATIONS 


Mr. Sieau. Mr. Chairman, Mr. Sigal is my name. I am sorry to 
report that Mr. Reuther is unable to be here this afternoon because 
of an emergency that occurred last night. He could not be here in 
time for this meeting and he requested that I testify for the CIO. 

Chairman Corr. Very well, Mr. Sigal. 
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I recall that Mr. Reuther was scheduled to appear yesterday morn- 
ing and was unable to do so, and at his request we decided to hold the 
hearing this afternoon. It was only at his request that the hearing 
this afternoon is being held. We regret that something developed 
to prevent his attendance. 

As I stated, Mr. Chairman, I am testifying on behalf of the Con- 
gress of Industrial Organizations. I myself am an attorney and have 
been associated with the CIO and with several international unions 
of the CIO that have been directly involved in the atomic-energy pro- 
gram for a number of years. 

The CIO has taken an active interest in the problems relating to 
the production and use of atomic energy from the time these problems 
became a matter of public discussion. “We participated actively in the 
effort to obtain passage of the Atomic Energy Act of 1946. We were 
in full accord with the policy of that act investing ownership of fis- 
sionable materials, patents, and production facilities in the people of 
the United States. 

The CIO, as spokesman for a large segment of the American people, 
is vitally concerned with the social, economic, political, and interna- 
tional aspects of the entire atomic-energy problem. Consequently, 
any proposal looking toward a basic revision of the fundamental poli- 
cies now inc orporated i in the Atomic Energy Act are a matter of deep 
concern to us. 

The proposed legislation has two major objectives: First, to author- 
ize private owne rship of production facilities, with greatly liberalized 
patent privileges, in order to promote private industrial development 
of atomic energy; second, to provide for sharing atomic-energy infor- 
mation with friendly foreign nations on a limited basis in “order to 
promote cooperation for mutual defense and peacetime applications 
of atomic energy. My remarks will be directed primarily to the first 
of these objectiv es. Of course, there are a great number of changes 
proposed in the law and we could not in the course of time allow ed us 
go into even all of the important ones, so I will concern myself pri- 
marily with just several of the important issues. I would not want it 
understood th at the failure to mention others is in any way an indica- 
tion of approval or disapproval of many of the changes proposed. 

I do not propose to go into the details of the many changes proposed. 
I am now concerned primarily with the basic policy changes proposed, 
and would like to discuss some of their implications and ramifications. 

In approaching a discussion of this matter, it seems to me that we 
must ask ourselves a fundamental question; namely, Does the Atomic 
Energy Act, in its present form, interfere with the development of the 
industrial use of atomic ener gy? Or, to put the same question in an- 
other form, will the proposed c hanges bring about faster development 
of the industrial use of atomic energy, while at the same time ade- 
quately protecting the public interest? If it cannot be shown that 
the development of atomic energy for industrial use will be hindered 
and delayed unless the act is changed now to allow extensive patent 
privileges and private ownership of production facilities, we think 
there is no justification for such basic amendments of the law. 

Unless proof of the need for amendments at this time is compelling, 
we think that, at the present juncture of world affairs, it would be a 
serious mistake to adopt them. 
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Chairman Core. Let me interrupt a rnoment to make certain that 
the record clearly indicates your thought when you said you were not 
going to discuss certain aspects of the bills or go into details because 
of the time allowed you. I hope that you did not mean that there was 
any limitation on your time fixed by the committee; it was only be- 
cause of the unexpected suddenness of your having to appear in place 
of Mr. Reuther ? 

Mr. Sicau. There was no such inference intended and, of course, I 
will be glad to go into anything the committee desires to examine 
me on. 

Senator Pastore. Do you mind if I ask you a question at this point ? 
I take it that you feel there is a present compelling reason to cooperate 
with other nations in the development of industrial use of atomic 
energy ¢ 

Mr. Sieau. Certainly. 

Senator Pastore. How can you take that position and then take the 
position of saying that the time is not propitious yet to allow our 
American industry to participate in the development of atomic energy ? 
That to me represents an inconsistency that I cannot reconcile in 
my own mind. 

Mr. Sieau. I will go into that further, Senator, but at this point 
I want to point out that when I say we are in favor of an interchange 
of information, we are talking about foreign nations. It does not 
necessarily mean with foreign capital or private capital. When we 
say we want to cooperate with Britain, for example, in the develop- 
ment of atomic-power reactors we are not talking about a private in- 
dustry in Britain. The atomic-energy industry is now conducted by 
the Government. Insofar as I know there is no intention to turn that 
over to private industry at this time, so that cooperation with foreign 
nations does not mean cooperation with private industry in foreign 
countries. That is certainly not what I meant in saying that we are in 
favor of this interchange with friendly foreign nations. 

Senator Pastore. You proceed. 

Mr. Sicau. The framers of the present law were conscious of the 
tremendous potentialiites of atomic energy for peacetime uses. This 
was shown, for example, in the declaration of policy in the act, which 
of course the committee is familiar with and I will not read it except 
for the last clause which I want to mention and I quote. This preamble 
states that: 

It is reasonable to anticipate * * * that tapping this new source of energy 
will cause profound changes in our present way of life. Accordingly, it is hereby 
declared to be policy of the people of the United States that, subject at all 
times to the paramount objective of assuring the common defense and security, 
the development and utilization of atomic energy shall so far as practicable, be 
directed toward improving the public welfare, increasing the standard of living, 
strengthening free compeition in private enterprise, and promoting world peace. 

The declaration of policy for the proposed act, after 8 years of 
additional experience, certainly shows no greater vision than that 
demonstrated by the original framers. If anything, the new declara- 
tion of policy shows, as I shall indicate below, a considerable narrow- 
ing of legislative vision. 

Certainly, the objectives set forth in the present declaration of 
policy are as fundamental and paramount as they ever were. Con- 
sequently, the burden is upon those who would amend the act to demon- 
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strate that their proposals would achieve these objectives more effec- 
tively than the present law would permit. 

The framers of the present act were not satisfied merely with a 
declaration concerning the possible peacetime uses of atomic energy. 
They provided a specific procedure to be followed in order to take 
advantage of such developments. 

That of course is known to you. It is included in section 7 (b) of 
the act, requiring a report from the Commission when in its opinion 
any industrial, commercial, or other nonmilitary use of fissionable 
material or atomic energy has been sufficiently developed to be of 
practical value. 

Now, when we appeared before you in July of 1953 to discuss 
tentative proposals then made by the Atomic Energy Commission for 
interim legislation, we emphasized then that no such report had been 
made. It appeared to us then that if the Commission was unable to 
make such a report on the legislation that it sought, such legislation 
was without justification. Almost a year has passed since the AEC 
first sought legislation on this matter and still no report has been 
forthcoming. 

On July 31, 1953, the chairman of this committee addressed a letter 
to the Atomic Energy Commission which stated in part, that: 

Even though the Commission has concluded that the time has not yet ar- 
rived when “any industrial, commercial, or other nonmilitary uses of fission- 
able materials of atomic energy has been sufficiently developed to be of practical 
value” as set forth in section 7 (b) of the act, it might, nevertheless, be of 
considerable assistance if the Commission were to prepare an estimate of the 
“social, political, economic, and international effects of such use” as now 
appear. This estimate would be helpful in our further consideration of the 
problem even though it is appreciated that such an estimate might be of an 


interim nature if the circumstances envisioned by the act have not, in fact, 
fully developed at this time. 


That was the request made by this Commission. So far as we know 
the Commission has not submitted the “estimate” requested. It has 
given no estimate. We are confident that the failure to submit such 
an estimate does not flow from any unwillingness on the part of the 
AEC to cooperate with this committee. No other conclusion, then, 
is justified than that the AEC cannot submit either an estimate or a 
report which would provide persuasive justification for the legislation 
it seeks, 

So far as we are aware, no responsible person has asserted that the 
development of atomic energy technology for peacetime uses has been 
in any way hindered or delayed by the provisions of the present act. 

Mr. Howirrecp. Mr. Chairman, Mr. Sigal, before you leave this 
point of the report, this report has been requested repeatedly by 
members of this committee from the Commission, and to date they have 
not supplied such a report, notwithstanding the fact that the original 
act requires that report to be presented. I have heard rumors that 
attempts have been made to write it, but if those attempts have been 
successful, the fact has not been communicated to me. I think the 
gentleman’s point is well taken, that if they are not able to write a 
report, they might be a little bit premature in asking for legislation 
which the original act contemplated would be based on such a report. 

Mr. Sica. Of course we are in full accord with that, Congressman. 

The Cuatrman. Of course, what they are asking for is legislation 
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which might make it possible for circumstances to develop upon which 
they might base their report in the future. 

Mr. Sica. Of course our position is that legislation is not required 
for the development of those circumstances. 

<normous strides have been made in the use of radioactive isotopes 
in medicine, agriculture, and industry. Great progress has been 
made within the last 2 or 3 years in the development of nuclear power- 
plants for military uses. Insofar as there may have been any delay 
in the development of such powerplants for industrial uses, certainly 
it cannot be said that anything in the law has caused such delay. 

President Eisenhower has paid tribute to the great advance that 
has been made in the atomic energy field. He declared, in his message 

to Congress of February 17, 1954, that: 

Since 1946, however, there has been great progress in nuclear science tech- 
nology. Generations of normal scientific development have been compressed 
into less than a decade. Each successive year has seen technological advances 
in atomic energy exceeding even progressive estimates. The anticipations of 
1946, when Government policy was established and the Atomic Energy Act was 
written, have been far outdistanced. 

What then is the justification for the proposals for a basic change 
in national policy? You have been told by the AEC itself, and by 
interested industrial groups, that only if private enterprise is per- 
mitted to have an ownership stake in this program can the industrial 
use of atomic energy be promoted as rapidly as is necessary and as is 
possible. In our opinion, this claim is not warranted by anything 
that has occurred to date. As a matter of fact, the record proves the 
contrary. 

Senator Pasrore. Do you feel that the Congress of the United 
States is doing all that it should be doing with “reference to the de- 
velopment of this energy for industrial purposes ? 

Mr. Sigau. I would rather go into that later. I make some com- 
ment on that. I can say at this point I think Congress has not done 
all it can and that it ought to appropriate more money for industrial 
development. 

Senator Pastore. Do you feel that the present temperament or 
attitude is such that it will in the very near future ? 

Mr. Sieau. I cannot say. I hope that the progress of these proceed- 
ings will persuade it to do so. 

Senator Pastore. You are a little more optimistic than I am. 

Mr. Sreau. I think this ought to be pointed out: That turning it 
over to private industry will not do it any faster because private 
industry is relying on Government money to proceed with this de- 
velopment. Without Government subsidies they could not do the 
job. Why should the Government do it in a round-about fashion 
through the back door, rather than do it in a straightforward fashion 
by appropriation for this specific purpose ? 

Senator Pastore. Let me say this to you: I think that you and I 
stand for the same thing, but I question what you say is exactly the 
fact in this respect. First of all, private industry has been unable 
to do very much because the law forbids it. Whatever has. been 
done has been done with public money. That is exactly the point 
that we are trying to approach. I am not satisfied with certain fea- 
tures of the proposed bills. There are certain features with reference 
to patents with which I am not satisfied, but I cannot go along with 
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the idea that the Government ought to stay in this enterprise for a 
longer period of time because more can be done if the Government 
stays in to the exclusion of private industry. I do not thing it is 
going to work. I think that the door ought to be open for private 
industry to come in, with the proper safeguards, and the protection 
of the public interest, and that this job ought to be done and ought to 
be done now. 

I am going to say to you again, because I know that your organiza- 
tion is interested in this feature, I come from a part of the country 
where our mills are moving out of the New England section and we 
are being told constantly that one of the reasons is because electric 
power is so expensive there. There is no alternative or substitute. 
They talk about hydroelectric development. I really do not see it. 
We have had several surveys made, and we had when I was Governor 
of my own State, and nothing has ever materialized. 

I say to you, we need a substitute in order to give us cheap power 
in the New England section and I say that atomic power is the only 
possible answer, and the quicker we do it the better we are going to 
be off. 

Mr. Sieau. We are certainly in accord with the desire for cheap 
power and desire for much more widespread use of power but we say 
that you are not likely to get it in Rhode Island any faster this way 
than you would get it under the provisions allowable under the 
present act. 

Senator Pastore. I disagree ; because there is nothing in the present 
act that encourages private industry to come into this enterprise unless 
the Government puts up all the money. I do not think that this 
Congress or any future Congress, as far as I can envision, is going 
to do this job as adequately as it should be done. I do not want to 
argue with you because I still think that you and I stand for more 
or less the same principles. I know how the CIO is concerned about 
the employment situation in my part of the country and how disturbed 
they are over the cost of electric power in my part of the country. 

In other parts of the country you have public utilities and you have 
these hydroelectric developments, but you do not have them in New 
England and unless we get some other substitute that is going to 
bring down our rates, I am afraid we have no answer to our problem, 
and it surprises me to have your group come in here and say we ought 
to wait a little longer. 

Mr. Sieau. The only reason we ask that some additional time be 
allowed for this is that we think that with some additional time you 
are much more likely to get the development of power in Rhode Island 
and other States than you are under the proposal as now made. We 
think that private money is not going to go into this business under 
this proposal, under the proposed bills, unless there is an outlook for 
profit. There is certainly no outlook for profit in the immediate 
future out of the establishment of power reactors around the country. 

The suggestion made is perhaps that you can go to Greenland or 
Alaska where the costs are maybe 10 or 15 times what they are 
normally in the United States and then ee it will be worth while, 
but there is no suggestion that you should build a powerplant in 


Pittsburgh or in Providence, because there you can get power at a 
reasonable rate. 
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Senator Pastore. Mr. Sigal, it is fundamental, as sure as we are 
here, unless you build the first reactor, you will not improve the 
second, and unless you improve the second you will not refine the 
third, and unless we get down to the business of doing this on a broader 
scale than we have been doing, I am afraid we are not going to get 
to the point of competing with conventional fuel for a long, long 
time to come. 

Mr. Sica. We are in agreement on that point, and the fact of the 
matter is that you do have a full-scale reactor in construction, and 
it is certainly recognized by this committee that it is on the basis 
of the experience gained in the building of that reactor that you can 
go forward. It seems to me it is pertinent at this point to quote 
what one of the members of the AEC said only about 6 months ago 
on this very problem. That was Mr. Thomas E. Murray, who in a 
speech on October 22, 1953, said: 

Until recently defense demands have limited large-scale nuclear power efforts 
primarily to military propulsion projects, such as submarine reactors. But the 
world situation, as well as the evolving progress of reactor technology, now call 
for a great change of pace. With this in mind, the Commission has decided 
that it is time for a full-scale construction. 

But before making this decision we had to answer a fundamental question, 
Would private industry, if permitted to do so by law, enter aggressively into 
the full-scale power reactor construction and testing stage? The answer we 
derived after several years of probing this problem, with the help of competent 
interested industrialists, was negative. 

This fact was emphasized last week when the General Electric Co., the Com- 
mission’s largest reactor operator, through the medium of the press, offered to 
build an industrial-power reactor—but only if the Government paid the entire 
bill. It will cost many tens of millions of dollars to conduct full-scale building 
and testing of any one of the several power-reactor concepts. In view of the 
state of reactor technology, it is just not in the economic cards for private in- 
dustry to spend any such sums. 

Senator Pasrorg. I realize that has been said, but what do we have 
to lose? Let us assume we did allow private industry to participate 
and private industry did not live up to its responsibility and explore 
this field as much as it should as a free-enterprise proposition. Then 
we would have all the more reason to take the position that the Gov- 
ernment should do it all, but we just sit here and we say we should 
not pass any legislation to get into this cooperation. What happens? 
The Government does not do it. We do not allow private industry 
to come into it, and the result of it is that it just slows down the entire 
program and the progress of this work. 

Mr. Siean. By having delayed my answer on this point about 
private-industry participation, I do not want to give the impression 
that private industry is not in it. Private industry is in it all the 
way up to its ears. All of the important facilities of the AEC, 
so far as we know, and all of its important laboratories are operated 
by private industry. 

Senator Pastore. When I say private industry, I think you and I 
understand I mean with its own money. I do not mean, of course, 
having it done by private industry on a cost-plus basis with the tax- 
payers’ money. I would like to see some private industry’s money, 
their own money, come into this program. 

Mr. Sica. So would we, but who has offered it? Nobody has 
offered it, Senator. Mr. Walker L. Cisler, who is probably the lead- 
ing propagandist for private industry, came before this committee 
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only a few days ago and he made no statement that there would be any 
money available. His statement was delivered on May 10, in which 
he pointed out that his company, the Detroit Edison Co., was involved 
in this development project under an agreement with AEC which— 
has as its main objective the development of a nuclear reactor, which can be 
used on a commercially competitive basis for the generation of electric power 
and the production of useful byproducts. It is fully anticipated, if a reactor 
holding this promise can be developed, that private funds for its construction and 
operation will be available when the law permits private investment. 

Mr. Cisler, who has been going from one end of the country to the 
other, so far as we can tell if you determine it by the amount of printed 
propaganda he issues, certainly is anxious to get private money into 
this, but even he cannot say that private money will be available until 
it is proved that the power can be produced at commercially competi- 
tive rates. 

We say there is nothing in the record that says that it can now be 
done or will be done in another half a dozen years. 

It is generally estimated at the present time that from usual sources 
a kilowatt costs 3 mills. Nobody so far as we know has suggested 
that you can get it at that rate from nuclear power even if you do not 
pay for the fuel, so that it is simply not in the cards as Mr. Murray 
has said, and certainly not even proposed by the industrialists, that 
they are now, upon the passage of the law, ready to go out and raise 
the hundred million dollars more or less necessary to build a full- 
scale power reactor. 

This committee of course has gone into this extensively and the 
committee has issued a report on what the state of technology is at 
this time. This report is based upon information submitted to it by 
the AEC several months ago. 

After this report was received this committee set up a subcommittee 
to analyze the problem and they, according to the report, discussed 
the matter with nuclear scientists and engineers. 

Chairman Corr. That is not quite correct. Nospecial subcommittee 
was set up to hear this report. 

Mr. Sieau. I misspoke myself. I say a subcommittee looked into it, 
into the AEC’s report on the nuclear possibilities. 

Chairman Corgz. It was not a new subcommittee. It was an existing 
subcommittee that has been connected with this subject for a long 
time. In fact that subcommittee was the one that was responsible for 
starting this program. 

Mr. Sieau. I was not attaching any importance to that procedure. 
I just happened to read the report. 

The vibcenealiiee reported that there are five particular approaches 
to the construction of nuclear power reactors which are most likely to 
lead to the economic production of such power. Of these 5 approaches 
only 1 is now ready for full-scale construction as a demonstration of 
the generation of electricity from atomic energy. This is a pressur- 
ized water reactor type which has been entrusted for construction to 
the Westinghouse Electric Corp. and Duquesne Light Co. Although 
this is the only reactor now ready for full-scale construction, the sub- 
committee reported that there is apparently little optimism about the 
chances of introducing economic power at an early date from this 
type of reactor. 
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As a matter of fact, the subcommittee found that it was the least 
economical of the five reactor prototypes that were before them, but 
they were willing to support it because of the experience that would 
be gained from such construction. Only as of March 9, 1954, Mr. 
Smythe, a member of the Commission, said : 

We have no expectation that this reactor [pressurized water reactor] will 
produce power as cheaply as a modern coal-burning plant, but we hope to learn 
how the cost can be cut in later plants. 

It is evident, therefore, that there is no immediate likelihood of ob- 
taining electric power at c sompetitive prices from a nuclear powerplant. 
It may be 5 years before the pressurized water reactor is completed, 
and that project, remember, was initiated under the present act. The 
other four projects which are now on the AEC program, and which 
nuclear scientists and engineers consider feasible can, of course, also 
be developed under the present act. Just as much as the first one was, 
these others can be placed, and some of them are, in pilot project status, 
as in Oak Ridge and other places. 

No evidence has been published, so far as we know, which would 
indicate that any of these projects could be expedited if private indus- 
try were given an ownership stake in any part of them. 

Mr. Hourrrmexp. The July-December 1953, semiannual report of the 
Atomic Energy Commission gives some light on that, and I think it 
might be well that you should know that as long as you have testified 
on that point. It says: 

The AEC’s reactor development activities, supplemented by the continuing 
surveys of industrial participation groups, indicates four major technical ave- 
nues to power from nuclear fuel at a cost which may eventually be comparable 
with the cost of power from coal, oil, or gas. These are pressurized water, so- 
dium graphite, fast breeder, and homogeneous. Indications are that the first 
two can be tested out in a fairly short time—perhaps 3 to 5 years, being required 
to complete a full-scale plant. Before a large plant of the third and fourth 
designs can be developed 5 to 10 years’ work will be necessary. 

This is the Atomic Energy Commission’s own report. It will take 
that long to build these plants and certainly it will take that long to 
build them and get operating experience so we will know what we have. 
Along with the general tenor of your testimony here, do you not think 
it would be in the Government interest to find out first what these five 
most promising theories will do before we write legislation which will 
freeze the patent of reactor development ? 

Mr. Steau. That is exactly our point. 

Senator Pasrorr. On that point I wanted to make it clear that I 
am not for freezing any patent development. I want my position clear 
on that. I think the public has invested $12 billion of atomic energy 
development, and I think it ought to be protected somehow. I am not 
getting into that phase of it at all. I am speaking on the other point. 
1f we are experimenting on 5, what would be wrong with experiment- 
ing on 105? 

All I want to see is the job underway with private industry playing 
its part, private industry investing its money, and the public interest 
beng protected, but let us get going and let us do this. All this talk 
about delaying it and waiting for reports and waiting for what is 
going to happen to five cases to me is not very impressive. Now is 
the time we ought to get going in the interest of the American public. 

Mr. Sieat. Senator, I think it is perhaps an unintended reflection 
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on private industry to say that they have not been exerting their 
best efforts now and for the past 10 years. You must remember that 
under the Manhattan District and under the AEC it has been private 
industry all the time that has been managing these things oan using 
their brains along with the brains provided by the AEC scientists to 
make this development. Has it not been under the private industry 
management that we have gotten the atomic bomb and the thermo- 
nuclear bomb and what have you? 

Certainly it has never been suggested that our progress in these 
areas could have been any faster than it was if those companies had 
owned the plants which produdced these developments. 

Senator Pasrore. That is elementary. What we have been produc- 
ing up to now has been a weapon. Now we are talking about a new 
phase of it. 

Mr. Sicau. However, we are talking about scientific technology. 
The question is, Will this be produced any faster? Will inventions 
because they are owned by individuals come any faster or any better 
merely because somebody has the possibility of making profit out 
of it? 

Senator Pastore. You are asking me. The answer is “Yes.” 

Mr. Sieau. Our answer is “No.” That narrows the issue at this 
time. 

Chairman Coir. You were interrupted in the middle of page 6 of 
your statement, now that you and the Senator have come to an under- 
standing. 

Mr. Sicau. We have agreed to disagree, I suppose. 

Certainly it cannot be said that some degree of private ownership is 
required in order to provide an opportunity for obtaining greater 
technical knowledge of the atomic energy production processes. Pri- 
vate industry now has access to nearly all, if not all, the technical 
knowledge which the people of the United States have developed with 
an investment of over $12 billion. All of the atomic eneregy produc- 
tion facilities and its principal laboratories are operated by private 
industry. Contractors who operate those facilities and laboratories 
would certainly not gain greater knowledge by owning those facilities 
than they do now by operating them. 

In the light of these considerations, it apppears to us that the 
proposed amendments will not expedite the development of nuclear 
power. What they will do, however is to make almost inevitable the 
creation of a giant monopoly in the production of atomic power. 

In the first place, the antitrust provisions of the present law are 
drastically changed in the proposed law. The present act states in 
section 7 (c), after providing for wide exchange of information 
among licensees, that licenses issued by the Commission shall— 
be issued for a specified period, shall be revocable at any time by the Commission 
in accordance with such procedures as the Commission may establish and may 
be removed upon expiration of such period. Where activities under any license 
might serve to maintain or to foster the growth of monopoly, restraint of trade, 
unlawful competition, or other trade position inimical to the entry of new 
freely competitive enterprises in the field, the Commission is authorized and 
directed to refuse to issue such license or to establish such conditions to prevent 
these results as the Commission in consultation with the Attorney General may 
determine. 

These provisions, among others, have been repealed and nothing 
adequate is substituted for them. Section 106 of the proposed act 
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merely says, in effect, that the present antitrust laws are not repealed 
by anything in this law. It then states that if a licensee of the AEC 
is found to have violated the antitrust laws, the AEC would establish 
a reasonable time within which the licensee would purge himself. 
If the licensee would not purge himself, within the reasonable time 
allowed by the Commission, which time is completely undefined, the 
Commission may revoke the license if it deems it desirable to do so. 

Mr. Houtrre.p. There is not even a clear mandate to revoke it. 

Mr. Sieau. Precisely. 

Mr. Ho.trreip. Again it leaves it up to the Commission as to 
whether they think it is desirable. , 

Mr. Sieau. Yes. 

Thus, instead of being required to be alert to see that monopoly 
is not fostered by the granting of a license, the Commission would 
be relieved of that burden and would not even be required to revoke 
a license if a court finds that the licensee is actually engaged in 
unlawful restraint of trade. Aside from the highly questionable 
legality of such proposals, we believe it is intolerable to allow a Com- 
mission with such enormous powers as this Commission would have 
in its licensing process to be free to grant such licenses without regard 
to their obvious monopolistic potentialities. 

A proposal such as this throws light on one of the changes in the 
preamble to the proposed act. Under the present act it is declared 
to be the policy, among other things, that atomic energy shall be 
developed toward “strengthening free competition in private enter- 
prise.” The proposed preamble changes the latter phrase to “foster 
our system of private enterprise.” Why were the words “free com- 
petition” dropped? It seems to us in the light of these other provisions 
there was a deliberate intention in doing so. In our view these 
proposals lays the groundwork for the fostering of monopoly and Mr. 
Murray, as I quoted before, has said that it is essential to enlist “in 
this cause the cost-cutting drives, the know-how, the skills, the com- 
petition of many segments of America’s business and industry.” 

However, the language of the proposed act makes it highly dubious 
that the fostering of such competition in this industry is one of the 
objectives of the proposals. It is not too much to say that, in the light 
of the language now in the law, the proposed changes with respect 
to competition and the antitrust laws would, if adopted, constitute a 
shocking surrender to the giant corporations which now have most 
of the know-how in the atomic-energy industry. 

Senator Pastore. I think it is fair to tell you as we have told the 
others that they are going to revert back to the law that is in the 
present act insofar as free competition is concerned. 

Mr. Sigau. You mean in the preamble? 

Senator Pasrore. Yes. With reference to monopoly, people feel 
the way you do and I am inclined to feel that the language is rather 
loose in the present law and that we ought to protect ourselves on the 
monopoly, and certainly I agree with you on that point, but that of 
course, I repeat again, is another matter. 

Chairman Coxz. Let me say as the fellow whose name is attached to 
the bill and who thereby assumes the responsibility of the sponsorship 
of it, I can assure you, as I have all the others, that eliminating the 
expression “strengthening free competition in private enterprise” to 
me carried no different significance from the expression “foster pri- 
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vate enterprise.” There was no intent to destroy competition, to dis- 
courage competition, or stifle present enterprise. On the monopoly 
aspect, I felt as author, that the Atomic Energy Commission’s respon- 
sibility was to run the Atomic Energy Commission, the Government 
activity in the atomic energy field, and it was not the responsibility of 
the AEC to prevent, prohibit, or police antitrust operations. That is 
the duty and the statutory obligation of another agency of the Gov- 
ernment, so it was for that reason that these references to the Com- 
mission’s relationship to antitrust in the present law were eliminated. 

Mr. Siaau. If I may reply, Mr. Chairman 

Chairman Cote. You cannot reply because I am telling you what 
was in the mind of the fellow who authored it. 

Mr. Sieax. I understand, but just to comment on what you have 
said, as lawyers I think we must recognize that when you are com- 
paring an amended law with a previous law, the lawyers and the 
court will look to the change in the language and they will assume that 
Congress in its deliberations would make no change in language unless 
they intended a change in thought. 

If there was no intention to change the thought, then I think it is 
very fortunate that the previous language has been restored, certainly 
in the preamble. We need not go into that any further, but so far as 
the obligation of the AEC is concerned, I think willy-nilly the AEC 
cannot be relieved of the burden of its conduct or the consequences of 
its conduct when it issues a license. This is not merely a case where 
private industry makes agreements or combinations among themselves 
and then the Department of Justice examines into the situation to 
determine whether or not such an agreement is a conspiracy in re- 
straint of trade. 

Here the Government agency is the one that in effect creates the 
industry. It is just liketwosidesofacoin. You just cannot separate 
one side from the other side and have anything resembling the 
original coin. 

The fact of the matter is that by issuing the license the Commission 
is in a unique position to determine how the industry is going to 
develop and it is simply closing their eyes to the realities to say that 
the Commission should simply disregard these potentialities and issue 
the license as it sees fit and maybe with full knowledge that it might 
create a monopoly go straight ahead just the same and wash its hands 
of the consequences. We say it onght not to be in the cards and you 
cannot say that the AEC is just another administrative agency which 
should not be burdened with the problems of another agency. 

It is a unique situation. It is a unique creation of the Government 
for the development of this very new source of energy, and you have 
to consider it in the light of the actual potentialities created, both by 
atomic energy and the Commission itself. 

Mr. Hortrtevp. I am also glad to say what the chairman said about 
restoring that particular clause in the preamble, that it has been 
agreed upon by certain members of the committee, not by the whole 
committee. 

Chairman Coxg. It has been agreed upon by the author of the bill. 

Mr. Hoirtevp. By the author of the bill, and, of course, I approve 
of it. I also want to point out that all through the act similar Jan- 
guage has been deleted. In 7 (c) there is a whole body of language 











498 AMEND ATOMIC ENERGY ACT OF 1946 


to prevent the formation of monopolies and the issuance of licenses, 
which is even more important than even those 3 or 4 words in the 
sreamble, because that goes to the very body of the act, and that has 
een deleted, and adequate language has not been restored, nor is 
there agreement to restore it. 

Mr. Sieau. That is right. I am in full agreement with you. 

Mr. Hottrtevp. So the whole pattern of the bill coupled with the 
jellyfish section is going to depend on the antitrust department, after 
the AEC has let the cancer grow. You go to them, and they will rub 
some mentholatum on the cancer of monopoly. That is what it 
amounts to, in place of preventing its growth to begin with. 

Mr. Sica. I am in full agreement that those changes are there. I 
commented merely on what highlights this change in policy. 

The proposed patent provisions should be considered in the light 
of what would be called, if one were charitable, the indifferent atti- 
tude toward the development of monopoly. Under the present act, 
the AEC has the power to declare any patent to be affected with the 
public interest if the invention or discovery covered by the patent 
utilizes or is essential in the utilization of fissionable material or 
atomic energy, and the licensing of any invention or discovery is nec- 
essary to effectuate the policies and purposes of the act. Under the 
proposed amendment, the Commission will retain authority only over 
inventions and discoveries which are useful in the utilization of fis- 
sionable material or atomic energy in atomic weapons, and those 
used in the conduct of research or development activities. 

In our opinion, it is contrary to the public interest to make any 
change in the present patent provisions applicable to the atomic- 
energy industry. The people of the United States have already in- 
vested over $12 billion in the course of acquiring the technical and 
scientific knowledge concerning the production of atomic energy. 
It is true that much of that investment has gone into the manufacture 
of atomic weapons. 

However, if the proposed amendments are adopted the know-how 
acquired in the course of that manufacture will be placed at the dis- 
posal of the few fortunate companies who have been or will be in a 
position to acquire access to all of this know-how. It requires no 
great foresight to see that the present contractors who have been run- 
ning AEC plants, or who have had contracts for experimentation 
and development, have a running start on the whole field. They 
have the experienced personnel and the technical knowledge which 
will enable them to obtain control and determine the future industrial 
development of atomic energy. 

This committee is well aware, as its own report shows, that the next 
10 years will be the crucial period in the experimentation and devel- 
opment of atomic energy for industrial use. A number of different 
types of reactors will be tested. New developments and inventions 
are bound to follow from the construction of full-scale as well as pilot 
reactors. The few companies that would be able to participate in 
this developmental period will, if permitted, undoubtedly obtain sig- 
nificant patents on the various processes that are developed. 

In this message to Congress of February 17, 1954, President Eisen- 
hower recognized that such unlimited patenting privileges should not 
be allowed at this time. He iedintal in his message, that: 
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Until industrial participation in the utilization of atomic energy acquires a 
broader base, considerations of fairness require some mechanism to assure that 
the limited number of companies, which as Government contractors now have 
access to the program, cannot build a patent monopoly which would exclude 
others desiring to enter the field. 

Mr. Houirrevp. I want to compliment the CIO on backing Presi- 
dent Eisenhower. I find that the Democrats on the Hill are in that 
position quite frequently, that we are supporting the President. I 
woud like to see the principles that the President enunciated written 
into this bill. I believe it would be good for the Nation. 

Mr. Sica. I must hasten to add, Mr. Congressman, that our ap- 
proval is qualified. 

Mr. Parrerson. I am glad to see that the CIO recognizes the attri- 
butes of the Republican Party. 

Mr. S1Gav. We are very happy to give credit where credit is due and 
where good work is done to applaud it, whether Republican or Demo- 
cratic in origin. 

Chairman Corr. In view of the enthusiasm which my friend from 
California, Mr. Holifield, has expressed in his support of the Presi- 
dent’s urging of the adoption of revision of the Atomic Energy Act, 
I fully expect his aggressive and dynamic support in the enactment 
of the bill. I am happy to hear him now say that he approves of 
the recommendation of President Eisenhower with respect to changes 
in the Atomic Energy Act. 

Mr. Sieau. Of course Mr. Holifield will have to speak for himself 
as to whether he does approve the proposed bill. 

Senator Pastore. Let me say this for myself: That 1 will find 
myself in almost complete support of this bill if we do write in that 
protection which the President spoke about. That to me represents 
the crux of this whole issue. it we can allow private industry to 
participate, and write in the law the procedures and mechanics as 
expressed by the President to protect all in the public interest, with- 
out trying to create a monopoly, I think myself we will have better 
luck. 

Mr. Stcau. With all due respect of course to the President, we 
take issue on this point as to whether or not the 5-year limitation 
that he proposed is sufficient to provide the protection. 

Senator Pastore. You take the position yourself that 10 years is 
the experimental period from your point of view. 

Mr. Steau. I say the committee thinks so. 

Senator Pastore. Somewhere between 5 and 10, I should think 
should be sufficient. 

Mr. Sicau. The question, as I see it, we are now confronted with is: 
Should a change in the law be made now? ‘The Congress meets every 
year and the next Congress I am sure, will be as alert, and presumably 
the same committee will be looking after atomic-energy problems. 
There is no particular reason why 1954 is the crucial year for amend- 
ments. When these developments occur and when the Government 
by its own experimentation has determined by the building of these 
reactors that competitive power will be reduced from atomic reactors, 
then we are in full accord that the field should be thrown wide open 
to private enterprise, because then the people of the United States 
can be assured of getting the benefit of the result of the investment 
they have made, but it should not be thrown open to allow 1 or 2 or a 
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few companies to get a ne on this industry and to charge 
the prices that they may see fit to charge by obtaining this kind of 
control, so the question then is: Should we do it now, rather than 
later ? 

Senator Pastore. The only trouble with that is, if you wait any 
longer the Government will expend more pov | in addition to the 
$12 billion it has already expended. Then one day you are going to 
awaken and discover that we have spent, let us say, $15 billion. Are 
you going to give that away then? 

Mr. Sicau. We are talking about something different, I think, Sena- 
tor, in this giving away business. There are some other giveawa 
items that I will come to, but in the question of giving away knowl- 
edge, we are giving away the power to control. What we are propos- 
ing is that the United States Government should retain its control 
until such time as the wide dissemination of knowledge and the in- 
crease in technical know-how has increased to the point where no 
one merely by reason of his preferred position in the industry can 
obtain a monopoly. That is all we are asking. 

We are anxious to provide the circumstances for free competition. 
That is what we are interested in, in the free competition in private 
enterprise, and we say that if you establish this monopoly by Govern- 
ment order, and that is what a patent is, you are likely to deprive the 
American people of the benefit, of the fruit, of their vast investment if 
you do it at this time, and if you wait—perhaps it may be only 1 year 
or it may be 15 years; nobody can chart the progress of inventions— 
somebody might get a bright idea in the course of the next year which 
will solve all of these technical problems in construction and so forth, 
so you may not need 5 years; you may need only 2 years. 

However, the point is why should we not wait until that occurs? 
This seems to be the general impression that this is going to occur 
during the next decade. The Congress, we are certain, is going to be 
in business continuously and when the situation becomes ripe, when 
this committee sees that the facts are there; there is no reason why it 
cannot then propose a change in the law, and the law now says that 
the AEC should come to the Congress with a report on these things 
to keep the Congress apprised of these developments. That is why 
that is in the law and when that time comes about then we should 
have a change. 

Chairman Corr. Mr. Sigal, it was toward the bottom of page 9 
where you left off. 

Mr. Durnam. Mr. Chairman, may I pursue that point? 

Chairman Coz. Yes. 

Mr. Duruam. On that point, I think you missed some of the points 
involved in the basic law, on this question of when we should enter this 
field of private enterprise, because I think you agree with me that no 
one wants this completely socialized industry to continue forever. 
You are in agreement with that? 

Mr. Steau. No question. 

Mr. Durnam. When Congress considered this, of course, knowing 
we had a complete social monopoly, it was primarily to produce weap- 
ons. It has been in the minds of the members of this original com- 
mittee ever since the beginning, and I think basically in the original 
act, that when we met the military problem, it was our duty as Mem- 
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bers of Congress to begin to look to this field and try to get this 
interest started into the private-enterprise system, which you missed. 
I think that is the point, when we as Members of Congress were 
obligated to start this thing. 

Letters have gone to President Truman and letters have gone to 
President Eisenhower’s administration as to laying down a policy 
and a report under the act, which to me is factual. That is how we 
have tried to proceed in trying to work out a policy here. 

Being on the subcommittee that handled the reactor since 1946 and 
having seen every one of them develop, we have seen the changes come 
about. We have provided facilities to meet the military require- 
ments. To me that is when we should enter this field, because that 
is our first duty, to provide for the military. When we did that, 
we began looking toward getting this thing out into the field of private 
enterprise. That is the history of this whole thing. 

It has been the intent of this committee when and if we met the 
requirements of the military and we saw ourselves in a safe position 
where we could still provide that, then we looked to this point, where 
we discuss exactly what we are today. 

Mr. Sreau. I, of course, cannot speak for the committee, Congress- 
man, as to what the committee’s intent was. It appears to me that 
the Atomic Energy Act does not have that intent in those terms, if I 
may qualify it. The act does provide and it seems certainly to be 
conscious of the fact that industrial uses will be developed, and it 
sets up a procedure for the Commission to follow when those develop- 
ments become of practical value. 

It seems to us that it is evident that those developments have not 
become of practical value because the Commission could not come 
to you with a report. 

Mr. Duruam. It became practicable when we took the first kilowatt- 
hour off of the reactor at Idaho and produced electric kilowatt-ampere 
kilowatts. That is when it became practicable. From there on out 
it is another job, but it became practical then. 

Mr. Steau. That, of course, is a matter of opinion. 

Mr. Duruam. I do not say economically. I said it became practical. 

Mr. S1eau. I think our position is clear on this. 

Mr. Hottrterp. I think that the Commission does not agree that 
it has come to the point of practical value because that is the excuse 
they have used for not giving us the report. I agree with my col- 
league that there is practical value involved there and, therefore, we 
are entitled to the report. 

I think there is one point that should be very clearly brought out: 
that while we use the words “five years” for an interim period, quite 
often that 5 years is merely for the matter of convenience. I think 
the President really expresses it better when he says: 

Until industrial participation in the utilization of atomic energy acquires a 
broader base * * *. 

You could quibble over the word “broader,” but he goes on to say 
that it has to be broad enough so that no limited number who are 
now participating in the field can build a monopoly position, and 
with those words I am in complete accord, and if it takes 2 years or 
10 years I still think the principle is in the interest of the American 
people and I think that that should be adhered to. 
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Mr. Duruam. I do not want to continue this, but with respect to 
this charge which seems to be in the minds of people that ens is 
a group of people here who reap benefits in this program, gentlemen, 
we had to beg them to take over in 1946. This thing had gone to 
pieces. The Government could not do it. We had to go to private 
enterprise and beg them to get back into this field. They did it rather 
reluctantly. They went out and did a job and they did it in a way 
that produced weapons that probably prevented a war. There is not 
any doubt about that. 

Let us not hang the charge on them that they did not do this just 
as patriotically as you and I or anybody else. If they reaped a few 
benefits, as far as I am concerned they can have them. 

Mr. Sica. I do not want to leave the impression that we think 
they did not do an effective job. As a matter of fact, our argument 
rests on the fact that they did do an effective job and they did it 
without the so-called incentive of private profit, and they can con- 
tinue to do it in this area without those incentives. 

Mr. Duruam. Let us write the act to fit the pattern here today and 
not charge these people that they have done a job with something 
else. 

Chairman Corn. Mr. Sigal, throughout your statement, and others 
who have the same attitude as you have voiced the same opinion, you 
express apprehension that a few of the companies which have been in 
on the operation of these things because of that association, are going 
to derive an undue profit from the knowledge that they have learned 
from it. 

Mr. Staau. If they are allowed their patents. 

Chairman Corr. If they are allowed to make improvements upon 
the knowledge which they have acquired through that association, 
those improvements being subject to the normal patent rights. That 
is what we are talking about, the patent ability of new ideas, not the 
patent ability of ideas which have been developed up to now. 

Mr. Sieau. That is right. 

Chairman Cotz. We all admit that this is public property ; anybody 
can use it. 

Mr. Sieau. Yes, that is what we have been talking about. 

Chairman Cote. The President in his statement, which you and 
so many others have quoted, points up his apprehension— 

That the limited number of companies, which as Government contractors now 
have access to the program, cannot build a patent monopoly which would ex- 
clude others desiring to enter the field. 

The other day when this was under discussion at an open hearing 
I threw out the idea: If that is what we are trying to achieve, why 
do we not put in the law that there shall not be a patent available 
to any company for the next 5 years, any company which heretofore 
has been a contractor of the Government, and the witness and every- 
body agreed that that would be totally unfair, and yet that is the 
very thing you propose to do. 

Mr. Sicau. I am sorry. We propose what, to deny a patent to 
peovle? 

Chairman Corr. You propose to deny to those limited people the 
normal patent rights. 

Mr. Steau. We propose to deny to everybody. 
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Chairman Corr. That is right, and in denying it to a few, being 
those companies that are connected with the Government and its 
operation, you are penalizing people who have had no connection with 
it at all by denying them also the right to patents. ‘ 

Mr. Sicau. Our object is not to penalize anybody. Our objec- 
tive is to protect the public interest. i 

Chairman Coz. You will agree it is unfair to write into law a pro- 
vision that any company which had any contract with the Govern- 
ment in the atomic energy field should not have a normal patent right 
for the next 5 years, or that any patent it might acquire would be 
open to cross licensing at a reasonable profit ? 

Mr. Sica. We can argue that point, Mr. Chairman. I do not 
care to enter into it at this point. Such proposals have been made. 

That is not the proposition. It is conceivable that there is some 
genius who has not been in this field who will come forward with an 
idea that will revolutionize it. But that is not how modern industry 
works. 

It is the big industry with the large laboratory, with the experienced 
personnel, that is where the inventions come from. They do not come 
from the occasional genius. 

We do not deny there is the occasional genius, but the inventions 
come from those people who are in the field, working in it day in and 
day out. 

Although it may sound superficially unfair to say that somebody 
will get some inspiration who does not know what has gone on, I think 
the possibilities are so remote as not to be a determining factor in 
adopting legislation of this importance. 

Legislation should be adopted in the light of what are the normal 
and expected circumstances and possibilities. I submit that the normal 
and expected circumstances are that the people in the field who have 
acquired all of this knowledge are likely to be the source of new de- 
velopments and inventions. 

Chairman Cote. Which is our goal in this field, to bring to the ap- 
plication of the potential use of atomic energy as many minds, as 
many geniuses, as posssible? 

Mr. Sieau. That is correct. 

Chairman Coxx. Or is our goal to prevent some few people from 
making a lot of money out of it? 

Mr. Sieau. Not at all. 

Chairman Corr. We cannot do both. 

Mr. Sieau. Our goal is to get as many competent people in this 
field as possible. There is no question about it. 

I think there is no question that up to this time hundreds and 
thousands of highly competent people have been in this field without 
the incentive of private profit to goad them on. 

Now, our feeling is that, in the first place, on the basis of past ex- 
perience, we will get the people, we do have the people of these com- 
panies who are interested, like Westinghouse and General Electric, 
and others, who are working on the reactors and will continue to work 
on them. 

It is to their benefit to develop these things and acquire that know- 
how, because certainly they know sooner or later the field will be 
thrown opentothem. They can wait a year or2or5 years. They are 
not going to stop working now because they cannot get a patent now. 
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They will want to stay in the field for the possibilities that the field 
holds open for them, and they are not going to let somebody else run 
away with the knowledge, and then have to catch up with it when 
the field is thrown open to the patenting. 

I think our experience in the past, our experience with how modern 
industry works, indicates that there is no reason to believe that we 
will suffer in the development of this technology merely because we 
say you cannot at this time own the patents with the right to withhold 
it from public use. 

After all, the patent is not merely a matter of using an invention 
for profit, but withholding it from use for a profit, and thereby 
delaying the development of the industry merely by reason of the 
patent. 

We know that that is a common practice, of withholding inven- 
tions from common use. We have no assurance that all inventions 
will be used if the field is thrown open to unrestricted patenting with 
the monopoly that that allows. 

Representative Durnam. From what you have said, I do not believe 
it is actually the fact that as far as patents are concerned, because 
if you look back historically and review some of the important patents 
in this country, it was an individual who developed that film that 
the Kodak people bought at such a cost; the radio tube was developed 
by a private individual; he was not employed by a soul. 

You can go down the line like that, historically. 

I can point to the Sperry gyroscope. The gyroscope came out of 
a man’s brain who was living ona farm. ‘There was not a laboratory 
within 50 miles of him. 

That is the way it has come about. A man sits down with know]l- 
edge, he can work it out, and then he goes to private concern and 
sells it. Many of them are in that category. 

So I do not think you can say that all of this will come out of the 
brains of General Electric. 

Mr. Sieau. We certainly will make no contention that inventions 
come only from the laboratories of the big corporations. 

Representative Durnam. You seem to express a fear that they 
will hold onto the patents. 

Mr. Steav. If I gave such an impression, I did not intend to, but 
I do think that the likelihood is that the inventions will come from 
those people who have access to the tools and access to the reactors, 
access to the laboratories. 

The point is, are we going to close our eyes to the normal and 
expected development of these things? That is all we say. We do 
not say that there will be no inventions from other people. 

The point we make is simply to protect the public interest under 
the circumstances that are likely to develop, that our normal expe- 
rience, that the experience of the Congress in its day-to-day observa- 
tions of human activities can certainly support, that the inventions 
will come, the developments will come, from these people who are 
now in the field. 

Repressentative DurHam. Do you not agree that the present law 
will protect the public? 

Mr. Sieau. The present law? 

Representative Durnam. Yes. 
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Mr. Sicau. I think the present law does. That is why we ask 
that it should not be changed. I am willing to concede for the pur- 
pose of this argument that the present antitrust law will provide 
protection. 

But we are talking about patents. Now, a patent is a Government- 
created monopoly. ‘Tf you put this provision alongside other provi- 
sions of the proposed bill, which would, in effect, promote the monop- 
oly for other reasons, we say that the conjunction of these various 
provisions in the act will make it almost inevitable that a monopoly 
will develop, a great monopoly, which to a considerable extent will 
be based upon the fact that the Government has given patents which 
legalize the monopoly. 

tepresentative DurHam. Do you not believe that the antimonopoly 
laws will protect it in that kind of situation? 

Mr. Sigau. Not in the light of the proposals made in this bill. 

Representative Ho.irretp. As a matter of fact, your patent law is a 
release from monopoly prosecution. I mean the law that gives you 
an exclusive patent for 17 years gives you freedom from prosecution 
on the charge of an antitrust monopoly, 

Mr. Sicat. That is right. It is a limited kind of monopoly which 
the Government permits. 

Representative Ho.irre.p. And the people who would be utilizing 
these reactors would be for the most part private utilities who have 
another type of monopoly under their State franchise and city 
franchise. 

Chairman Corz. Mr. Holifield reminds me that when I endeavored 
to direct your attention back to the statement you were not interrupted 
at the bottom of page 9, but rather, in the middle of page 9. 

Representative Ho.irretp. I would like to have that paragraph 
read, because President Eisenhower, in my opinion, is one of the most 
hopeful of men. His hope might not always materialize, but he is 
always expressing hope. 

Mr. Sica. In this part quoted here he expressed the hope that par- 
ticipation in the development of atomic power will have broadened 
sufficiently in the next 5 years to remove the need for limitations on 
patentability of atomic-energy development. 

We see no justification, however, for amending the law on the basis 
of such speculations. Perhaps such a broad base will be developed in 

5 years. Perhaps it will take 10 years, or even longer. 

“The law should not be amended, however, until such a broad base 
has actually been established. 

The people of the United States have a right to reap some of the 
benefits from the enormous investment they have made. Even the 
preamble of the proposed law declares that the development, use, and 
control of atomic energy shall be directed so as, among other things, 
to increase the standard of living and improve the general welfare. 

It is not consistent with these highly desirable objectives that the 
know-how which is now the property of the people of the United 
States should be turned over to private owners, just at the point that 
it has become evident that in the near future atomic power may be 
produced economically. 

It is asserted by those who support the proposed amendments that 
basic scientific knowledge is not patentable, and that the issuance of 
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patents on new inventions in this field would not handicap any com- 
peting firms. 

If this is true, then there would appear to be no pressing need for 
any change in the law to permit patenting of new inventions or 
discoveries. 

However, we are highly skeptical of claims that the granting of 
patent rights will not seriously handicap development in this field. It 
must be remembered that it is not only hake scientific knowledge that 
is significant in this connection, but also the development of a tech- 
nology for the construction of economical reactors. 

The first persons or group that develops the most economical method 
for such construction so as to be able to produce atomic power on 
a competitive basis will obviously obtain a stranglehold on the de- 
velopment of the industry. It is our deep conviction that Congress 
will not be acting in the public interest if it passes a law which permits 
such an eventuality to occur. 

I would like to comment on another aspect in which the proposed 
legislation seeks to surrender a vast portion of the public domain. 
Section 5 (b) (7) of the present act provides, in part, that all ma- 
terials determined to be peculiarly essential to the production of 
fissionable materials in deposits in the public lands are reserved for 
the use of the United States. 

This provision is eliminated by section 67 of the pending bills. 
Consequently, where public lands will hereafter be sold or leased any 
source materials contained in such lands need not be reserved for 
the United States, and where such reservations may have heretofore 
been made, they will be eliminated. 

This is a bald and unadorned surrender of valuable rights which 
may be worth untold millions of dollars. We know of no possible 
justification for such a surrender. We can conceive of no rationaliza- 
tion which would adequately support such a raid on the public do- 
main. Certainly it is not necessary to abondon mineral rights of such 
value in order to promote their exploration and development. 

Chairman Corr. Mr. Sigal, I think perhaps you and others who 
have raised similar criticism, are not aware of the present practice 
with respect to this provision of law, retaining in the name of the 
United States title to source material under the ground. 

As a matter of actual practice, while title is presently in the United 
States, our Federal Government pays out of the Treasury to those 
people who extract that stuff from under the ground an amount 
of money which represents the cost and the value of the product 
itself. 

That price varies in various places, fluctuating for the purpose of 
encouraging the development of the mining of the ore. 

So that by eliminating this provision and surrendering title which 
the Government now has it would not result in 1 cent difference out 
of the Federal Treasury. 

Mr. Steav. Why change it then? 

Chairman Core. Because through the statute withdrawing from 
the public domain title to a particular type of earth that is in the 
mublic domain, we impose a cloud on the title of that property which 
1as caused all manner of difficulties in the mining operations in that 
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That is why that is being removed. Dollarwise it does not mean 
1 cent difference in the Federal Treasury. 

Mr. Sieau. I do not know if you are using the word “cloud” tech- 
nically or otherwise. 

Chairman Coreg. I am talking about cloud. 

Mr. Sica. I do not see why there should be a cloud of title, because 
there has been a reservation of certain mineral rights. I imagine the 
limitation of the title 's perfectly cleat 

It seems to me if this property in the soil is, as I would conclude 
from your remarks, of no value—I gather it is of no value because 
you get as much from the Government if you own it as if you do 
not own it—— 

Chairman Core. It is of no value in the ground. 

Mr. Sicau. And the price you get for it when you take it out of 
the ground is not determined by whether you own it or not; is that 

right ? 

Chairman Cote. That is right. 

Mr. Sicau. That has not been my impression, but if that has been 
the case, I can see no reason for changing the law. 

Chairman Cote. I have given you the reason. 

Mr. Sicau. If there is no advantage in ownership, why is it im- 
portant to give the ownership to these people who buy the land? 

Chairman Coz. in order to remove the cloud on the title to the 
land. 

Mr. Sieau. The cloud on whose title? The cloud on the title of 
people who are prospecting for this ore? If it is of no value to them 
as such, that is, if ownership is of no value to them, then why is it 
necessary to give it tothem? Certainly persons who are not interested 
in prospecting for this ore are not likely to be concerned about the 
reservation of that title. It is those who are interested in that ore 
who want the title to it. 

If the title to the ore iself is of no value, it certainly seems to me to 
be quite without justification to give it to them. 

Certainly, as I stated earlier, a change in the law is assumed to be 
based on some good reason, some evil or defect which the present 
law establishes or creates or fails to remove. 

Now, I cannot see that is created now. 

Representative Hoxtrrerp. This is a very important section and it 
has not been explored by this committee in public hearing up to date. 
We have had no testimony on it at all before this committee. There 
is no evidence that I know of where the exploration for uranium has 
been hindered by this. 

Every miner = the Far West has a Geiger counter slung over his 
shoulder. They are all being given so much money for what they find 
that it has cs aed a tremendous surge of development, even boom 
towns have sprung up in some parts “of the Colorado Plateau area, 
because of the incentive which the Government gives now to these 
people to find uranium. 

Now, I am somewhat at a loss myself as to why we should give 
away this right and title to this substance except that there is one 
gimmick in it. There is a gimmick I know of; there may be more. 

But the man who now files on public land, who finds uranium in 
the soil on public land, has no right to take that out and transport 
it, and, of course, he can only sell it to the United States Govern- 
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ment and that will continue under this present bill which we are 
considering. 

But he can also obtain title to surface rights of the land under 
the normal filings on mining claims so this will give to the finder of 
uranium on the land which he files upon not only the right to the 
uranium, to sell it to the Government, but it also will give him fee title 
ownership to the land itself. 

Now, this might not be so bad if it were confined to the 20 acres 
which 1 man can file upon, but when that 1 man can file on the 20 
acres and spend $100 in improvement on it, and then sell it to a big 
company, you can readily see where 1 large corporation such as the 
Vanadium Corp., which is very much interested in uranium ores, and 
is doing a great deal toward helping us get this material, might 
thereby through buying these fee titles come into possession of many 
thousands of acres of land, and it is a very expensive job to mine low- 
grade uranium. 

So this section of the bill has not been explored. It is something I 
think the committee should have some testimony on so all the facts 
can be laid on the table, not just a few letters from some individual 
that wants this principle changed and have it written into the bill. 

Chairman Core. The subject is being examined in connection with 
a bill pending before the Congress; it. is being examined by a Senate 
Committee on the Interior with special reference to mines and 
mining. 

It is expected that because of the general concurrence and approval 
of the modification of the law, that that bill will be reported favorably. 

Representative Horirretp. Of course, I am not on that committee. 
I have to pass on this bill and this bill has section 67 in it. 

Chairman Coxe. I was giving the justification for the removal of 
that provision. 

Representative Hottrteip. My statement still stands. 

Chairman Core. The gentleman’s statement is not correct. We 
have had testimony on this very provision in this bill. 

Representative Hoxrrteip. Before the committee ? 

Chairman Cote. Yes. It is true the testimony was in opposition 
to it, but we have had testimony on this section before. 

Representative Horirretp. Someone may have mentioned it in testi- 
mony, but on one has gone into this subject. 

Chairman Corr. We have had no testimony in support of the elimi- 
nation of the provision, but the subject has been discussed in hearings 
on the bill. T tnidenvored to give you the reason for that elimination. 

Representative Price. Mr. Sigal, I think you have learned it is a 
very important provision. I have had experience with the type of 
bills that have come into the Congress in the past year and a half. 
It was found when we got into them that it was well we did get into 
them before some of them were approved. 

Mr. Sreau. Sir, I feel that so far as this section is concerned with 
the explanation the chairman has given, that I can see no justification 
for the change. 

Chairman Core. Let me suggest seriously, Mr. Sigal, if you are 
unduly moved by this provision, that I do urge you to communicate 
with the Senate committee which is now in the course of hearings on 
this subject. It is the Senate Interior Committee. The bill is 
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Mr. Sieau, Thank you, sir. 
if we look at these proposals as a whole, including proposals ou 
patents, public lands, and the easing of monopoly restrictions, we are 
confronted with a staggering giveaway program. We think it in- 
tolerable that a patrimony of such great value should be surrendered 
without even a pretense of a mess of pottage in return. 

It must be remembered that in addition to these explicit provisions, 
it is expected that our Government would continue to subsidize almost 
the ‘ull extent of the development program in this field. 

The fact that the Government is to retain title to all special mate- 
rials, and would be required to buy all that may be produced, would 
constitute an immense and endless subsidy. Consequently, these pro- 
posals contemplate not merely the virtual gift of knowledge acquired 
at the cost of billions of dollars, but also the continuation of subsidies 
to make this knowledge productive. 

In other words, we are not only proposing to give away matters of 
great value, but also to pay the beneficiaries of these gifts for the 
privilege of receiving them. 

It maybe that, in the present climate of opinion, many people have 
become somewhat insensitive to the enormity of the giveaway pro- 
grams which have been initiated by the Federal Government in the 
past year. 

Those actions, however, should not dull us to the fact that if such 
a program is carried over into the atomic-energy industry it will 
eventually have a social, political, and economic impact far beyond 
that of any action of a similar nature heretofore taken or contem- 
plated. The potential multi-billion-dollar giveaway of atomic know- 
ew reinforced by patent rights, may dwarf the combined value of all 
previous and other proposed giveaways of our country’s natural re- 
sources. 

There is, of course, no accurate way of assessing how many tens of 
billions of dollars this know-how represents—nor how much addi- 
tional money from the American taxpayer will be necessary to enable 
private industry to exploit fully these advantages. It is a virtual 
certainty, however, that the possible future value of these acquisitions 
would make the tidelands-oil giveaway look like a bagatelle in com- 
parison. 

I wish to make it clear that we are not opposed in principle to the 
extension of patent privileges to the atomic-energy field. Our point is 
only that it should not be done until the economic production of nu- 
clear power has actually been achieved. 

Futhermore, we have no objection to the private ownership of 
nuclear reactors for industrial purposes. Since it is quite clear, how- 
ever, that investors would have no»interest in owning such reactors 
without also having patent privileges and huge subsidies, we see no 
good reason for amending the act to allow private ownership of pro- 
duction facilities at this time. 

I should like to turn now to another aspect of the pending bills 
which has given us considerable concern. It appears to us that the 
effect of some of the proposed amendments will be to give the military 
a much larger degree of control over the atomic-energy program than 
they now have. jegal 

Although this is not clearly spelled out, the potentialities seem cer- 
tainly to be present. Consider, for example, section 41 of the pending 
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bills. This section provides that it shall be unlawful for any person 
to own any production facilities or for any person to produce fission- 
able materials except as authorized by the AEC. 

Under the present act, “person” is defined to include “the United 
States or any agency thereof.” 

Section 11 (m) of the pending bills eliminates this phrase from 
the definition of person. 

Since the Defense Department is an agency of the United States it is 
not a person for the purposes of these bills and, therefore, it can own 
a production facility or make special materials without an AEC 
‘cense, Consequently, it seems possible, whether this is intended, or 
not, that the AEC could gradually lose jurisdiction over the produc- 
tion of so-called special materials, at least insofar as the production 
of atomic weapons is concerned. 

Chairman Cote. Let me call to your attention that the military can 
do that under the provisions of the present law. 

Mr. Sicau. Under the provisions of AEC? 

Chairman Cote. No; the right. 

Mr. Sieau. Under what provision of the act ? 

Chairman Core. I cannot cite it, or name the page, but it is possible 
for the military itself to engage in the production. 

Mr. Staav. In the production of atomic energy without AEC license 
or direction ¢ 

Chairman Cote. Yes. 

Mr. Sicau. I was not aware of that. I would be interested in exam- 
ining that. That certainly is not my impression at this time, that 
the Defense Department can, without regard to the AEC, do that. 

Representative Durnam. So far as I know, everyone has been 
unanimously in favor of civilian control in this committee. That has 
been the objective from the beginning. 

Under this provision AEC will still hold title and as long as I am 
a member of this committee, as long as I am a member of this Joint 
Atomic Committee, I will do everything in my power to see that every 
ounce of fissionable material is held by the civilian agency —A EC—of 
the Government. 

Mr. Sieau. I am certainly in accord with that. 

Chairman Coxe. Section 6 (a) of the Atomic Energy Act states 
the President from time to time may direct the Commission to author- 
ize the Armed Forces to manufacture, produce or acquire any equip- 
ment or device utilizing special material or atomic energy in a mili- 
tary weapon. 

Mr. Sicau. The President may direct the Commission, yes; but it 
cannot be done even there without an authorization of the Commission. 

Chairman Corr. No the Commission does not have any choice. 

Mr. Sieau. I grant you if the President directed it, the Commission 
would have no choice, because the Commission is a part of the Govern- 
ment. 

But I do not think that that is equivalent to what is now in the 
proposed bill, which would give the Defense Department without 
consultation with the President or the Commission, the authority to 
build production facilities for atomic weapons. 

Now, at least under the act, as it now reads, there obviously must 
be consultation with all of the responsible agencies of the Govern- 
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ment, starting with the President, but that is not what the proposed 
bills provide. 

Representative Hotirteip. I am inclined to think that the witness 
is stating the matter correctly, and I think my underst: nding at least 
of the present act is that the President can direct the Commission to 
deliver such quantities of fissionable materials or weapons to the 
Armed Forces for such use as he deems necessary in the national de- 
fense. That is No. 

Obviously, it would seem to me that would be used in the national 
defense, and I assume that would be in weapons. 

No. 2: to authorize the Armed Forces to manufacture, produce, or 
acquire any equipment or device utilizing fissionable material. 

On the submarine, for instance, or, let us say, a nuclear aircraft 
or any other device, that might be of use in the national defense, 
utilizing fissionable material or atomic energy as in a military weapon. 

The military weapon is certainly a quali ification on that. 

Now, I think they were prohibited from constructing a reactor for 
peacetime use heretofore, but I do believe that the present bill will 
give them the right to construct a reactor for furnishing electricity 
in Greenland or up in Alaska, something like that. 

So I think essentially your testimony on that point is correct. 

As to whether it is wise, or not, to do it, that is another problem. 

Mr. Sieau. I will go further. The concept of civilian control 
means that the civilian should be in charge of the production of 
military weapons. That is the policy. Now it is not essential to 
my argument to say that the military might make or build reactors 
for industrial uses. That, of course, would be in here. But we say 
that the military ought not to have unrestricted control even for the 
production of weapons without the supervision of civilian agency. 

Representative DurHamM. The only way we can protect ourselves is 
to put some restr ictions on the using agency. 

Mr. Sieau. There is no question but that the President can do that. 

The proposed bill, it seems to me, however, would relieve the mili- 
tary from the restrictions that now are put upon them. 

Representative Durnam. We have to put the restrictions on just 
like we put them on the naval reactor on the use of fissionable material, 
which we did, that they have to follow the same procedure in get- 
ting that fissionable material from the Atomic Energy Commission 
that any other agency has to follow. That puts the Atomic Energy 
Commission in control of it. That is what we have done. 

That is the only instance we have had, and this committee did it. 

Mr. Sicau. Now, our concern about this is not merely a theoretical 
one involving perhaps the analysis of the language of the act, be- 
cause it is our understanding from those who have been in on this 
picture that there is an increasing problem with respect to the rela- 
tions between the military and the civilian authorities and who de- 
termines policy. 

Now, I have quoted on page 12 of my statement an extensive quota- 
tion from Mr. Dean, former Chairman of the Cemmission, in which 
he points out the lack of hie between, or the kind of liaison he 
thinks there ought to be between the military and the civilian agencies. 
I should like to read part of this: 

The Commission frequently receives a Joint Chiefs requirement, as it is 
called, for a particular weapon or family of weapons, or a new reactor to produce 
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a certain material, or a new production sight, without any prior consultation 
between the Chiefs and the Commission. This is wrong. Proper liaison between 
the Commission and the Joint Chiefs is lacking. It is really not furnished 
by the Military Liaison Committee. * * * This committee was to function 
as the military watchdog of a newly created civilian Commission. What is 
needed today, however, is not watchdogging, but the unplugging of the channels 
of communication between the two agencies. Joint consultation at early stages 
could prevent many a questionable requirement from being frozen at the Joint 
Chiefs’ level. 


Mr. Dean states further, at page 143, that: 


The main problem, and one with which every American should be concerned, 
is the lack of real cooperation—under the present system—between the military 
and civilian authorities of the Government in the development of national- 
defense policy. What is needed is a basic rearrangement of the lines of com- 
mand, the assignment of responsibility, and the mechanics of liaison. Atomic 
energy is but one example of the inadequacy of the present arrangement. There 
are others, and they are just as vitally connected to the general welfare of the 
Nation. If we are to continue to survive the strains and stresses of the cold 
war and the preparedness program, these fundamental faults in the present 
system must be corrected all along the line. 

Representative Durnam. I think if you knew the history of this 
reactor problem in the last year or two, you could say that this com- 
mittee has been a watchdog. 

Mr. Sieau. This language does not refer to this committee. The 
language here refers to the Military Liaison Committee and not the 
Joint Atomic Energy Committee. 

In the light of these comments of the former Chairman of the AEC, 
we believe that no change in the act is desirable which would even 
appear to give the military authorities any greater degree of control 
than they now have, or to appear to w eaken the control which the 
civilian authorities in the AEC are granted under the present law. 

The wisdom of the present provisions for civilian supremacy in 
the atomic-energy field has not been challenged, so far as we know, 
by any responsible official. 

It would indeed bé a great disservice to this country and to the 
world, in the present state of international tension, for Congress to 
give the impression that it proposes to increase the scope of military 
control of the production of atomic energy. 

Finally, I would like to consider the effect of the pending proposals 
on the problem of world peace. We are fully in accord with those 
provisions of the pending bills which provide for international agree- 
ments and for the exchange of information on a more extensive basis 
than is now permissible. 

Although there are some details of these provisions which seem to 
us questionable, we think they are satisfactory on the whole and we 
endorse them. 

Representative Hoxirreitp. You do not mean to say by that that you 
endorse the language, you endorse the objective ¢ 

Mr. SiIGAt. T hat is right, we endorse the objective. We think it is 
essential that the mac hinery be provided for the easier exchange of 
information with friendly foreign nations or with the United Nations 
and so on. 

However, these provisions do not exhaust the international aspect 
of the proposed legislation. One of the objectives of the Atomic 
Energy Act, as well as of the proposed bills, is that the dev elopment 
and utilization of atomic energy shall be directed toward promoting 
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The United States has taken a leading part in the efforts to control 
the atomic bomb. Successful development of the hydrogen bomb has 
given greater urgency to these endeavors. 

As is well known, the United States participated actively in devel- 
oping the United Nations plan for control of the atomic bomb. This 
plan provides for effective prohibition of the manufacture, possession, 
and use of atomic weapons and, at the same time, would promote the 
development of atomic energy for peaceful purposes only. 

In addition to providing for an international system of inspection, 
it provides for international ownership of source and fissionable ma- 
terials and international ownership, operation, and management of 
facilities making or using materials in quantities sufficient for weapon 
purposes. 

President Eisenhower has time and again emphasized the willing- 
ness of the United States to enter into agreements providing for— 
the international contro] of atomic energy to promote its use for peaceful pur- 
poses only, and to insure the prohibition of atomic weapons. 

He electrified the world with his proposal to the United Nations on 
December 8, 1953, for the establishment of an atomic pool under the 
auspices of the United Nations for the development of the peaceful 
uses of atomic energy. 

In order for the United States to be ready at any time to enter into 
international agreements under the United Nations plan, it must have 
complete control over special materials and production facilities. 

If this Government should adopt the policy which would permit 
private industry to own production facilities and to use special mate- 
rials in substantial quantity, it will thereby give notice to the world 
that we have retreated from our determination to abolish atomic 
weapons by international agreement. 

One of the methods by which it is expected that the Atomic Energy 
Commission will subsidize a private atomic-energy industry is by the 
purchase from the private owners of byproduct material and plu- 
tonium which would be the result of the operation of nuclear-power 
reactors. Such materials, particularly plutonium, would have use 
only for military purposes. 

When we give private industry a stake in the continued produc- 
tion of special materials for military purposes, we give it to that 
extent a measure of control over our efforts to abolish atomic weapons. 
Such action would indeed be a great disservice to world peace. 

In conclusion, I would summarize the position of the CIO on the 
pending bills as follows: 

1. We support those amendments which would provide for more 
extensive international agreement on the subject of atomic energy, 
and for a wider dissemination of information, particularly to friendly 
foreign nations, than are possible under the present act. As I have 
said, when I say we support those, we support the objectives, but we 
think the language in these provisions certainly needs very substantial 
improvement. 

Now, secondly, we oppose any amendments of the present act which 
would grant the right of private ownership in production facilities, 
or would change the present provisions in regard to patents, public 
lands, or restraint of trade. 
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We think no change in the present law is necessary, except with 
respect to international agreements and the exchange of information 
with friendly foreign nations. 

Our reasons for this position are, in short, that: 

(a) The Atomic Energy Act in its present form permits the fullest 
possible development of atomic energy for industrial use; 

(6) Private ownership of produce tion facilities will not bring about 
a faster development of atomic energy for industrial purposes than 
the AEC can now achieve; 

(c) The possibility of achieving effective and reciprocal interna- 
tional safeguards against the use of atomic weapons would be reduced 
if private development of atomic energy were permitted ; 

(d) Since private industry would require large subsidies and guar- 
anties against loss in order to engage in the building and operation of 
power reactors, it is economic: ally not feasible to embark on a program 
of e ivate development of such reactors at this time; 

e) The condition under which private industry is willing generally 
‘is engage in such a program, particularly the liberalization of patent 
privileges, would promote the creation of a giant private monopoly 
and defeat the objective of the Atomic Energy Act to strengthen free 
competition in private enterprise ; 

(f) The vast public investment already made in the atomic-energy 
raihabiery requires that nuclear-power reactors be developed under the 
auspices of the Government so that the people of this country will not 
be denied what is potentially one of the major fruits of their tremen- 
dous expenditures. 

We urge that the Atomic Energy Commission proceed as ener- 
getically as possible to carry out its power-reactor program, and that 
the Congress appropriate all the funds that are required to achieve 
this program at the earliest possible date. 

I am certainly willing to agree with Senator Pastore that the Con- 
gress has not directly appropriated sufficient funds to promote the 
building of reactors for industrial uses to the extent that it should do. 

There is no reason why we should be limited at the present time to 
the construction of one full-scale reactor. 

If the technology does not permit any more at this time, then cer- 
tainly funds should be provided in sufficient quantity for experimenta- 
tions so as to proceed as rapidly as possible with as many of the 
reactors under Government auspices as possible. 

Chairman Core. The fact is that the Congress has appropriated 
substantially all the funds requested of it by the Commission for what- 
ever purpose. 

Mr. Sieau. That may be. 

I do not want to indicate that I think the Commission has been as 
energetic in this area as it ought to be, and it may well be that the Com- 
mission is partly responsible for the delays that have obtained to date, 
but it now appears that the Commission has changed its position at 
least with respect to whether or not it should go forward itself with 
the construction of a full-scale reactor, at least judging from Com- 
missioner Murray’s speech. 

But be it as it may, we think there ought to be some further and 
more ample support for this program than now appears to be the case. 

Chairman Coir. Are there any questions? 

If not, thank you very much, Mr. Sigal. 
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Mr. Sieat. Thank you, Mr. Chairman, and members of the com- 
mittee. 

Chairman Corr. The next witness is Mr. Leland Olds, representing 
the Public Affairs Institute. 

You are welcome, Mr. Olds. 

It is your itention to file this statement, or deliver it? 

Mr. Otps. I had expected to deliver it, Mr. Chairman. 

Chairman Cote. I just wanted to find out. It is rather apparent 
from a quick glance at it that it is rather formidale statement, at least 
from the standpoint of the number of words. 

Mr. Otps. It is an effort, Mr. Chairman, to see this thing to the 
perspective of the existing conditions. 

Chairman Coir. You may proceed. 


STATEMENT OF LELAND OLDS, ON BEHALF OF THE PUBLIC AFFAIRS 
INSTITUTE 


Mr. Otps. Mr. Chairman, and gentlemen of the Joint Atomic En- 
ergy Committee, I appear before you today in response to the joint 
request of Representatives Chet Holifield and Melvin Price, members 
of this committee, to the director of the Public Affairs Institute, with 
which I am associated. 

I shall not testify as a representative of any organization, seeking to 
influence legislative action, but as an individual who has been actively 
concerned for the last 25 years with the Nation’s evolving power policy, 
at both State and national levels. 

My purpose here is solely to discuss the relationship to the Nation’s 
power policy of H. R. 8862, a bill to amend the Atomic Energy Act. 

In the first place, it will clarify the discussion to recognize that 
American policy governing the business of supplying electricity for 
homes, farms, commercial establishments, manufacturing plants, and 
municipal services, is embodied in laws involving local, county, State, 
and Federal levels of government. 

And at all these levels, this policy has evolved to protect the public 
interest in an industry which has been subject to rapid technological 
change. 

This technological change has carried the industry from the early 
days, when it was definitely local in character, to the present, when the 
greatest economies are achieved by the integrated planning over wide 
areas of large hydro and steam generating stations and their opera- 
tion as units in far-flung transmission pools or grids. 

Throughout the entire history of central station electric service 
American policy has embraced both public and private ownership of 
electric systems. This policy has been based on the unquestioned 
right of American communities to choose the form of ownership in 
this “public service” field which they believe will best meet the require- 
ments of the public interest or general welfare. 

Private ownership of the electric service business, where it pre- 
vails, is authorized by the people—often by mandatory referendum— 
or by governmental agencies through franchises, certificates of con- 
venience, etc., and is subject to regulation in the public interest. 

In general, private competition in the electric business is not en- 
couraged, so that privately owned electric systems usually enjoy a 
monopoly in their field. 
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More recently, because of the failure of private enterprise to expand 
service to include a majority of the farms of the Nation, farmers with 
the assistance of the Federal Government and under laws enacted by 
the legislatures of the several States, have set up and are operating 
rural electric systems on a cooperative basis, to assure their participa- 
tion in the electric power age, at rates which they can afford. 

This is all part of a healthy democratic American system, and it 
is provided for in a wide range of laws enacted by local, State, and 
Federal legislative bodies. 

The latest Directory of Electric and Gas Utilities issued by the 
Federal Power Commission is for the year 1948. It shows that the 
country’s electric service is rendered by 858 privately owned systems, 
serving 18,836 communities of more than 250 population; 2,067 mu- 
nicipally owned systems, serving 2,316 communities; 73 State and 
federally owned systems, serving 365 communities; and 887 coopera- 
tively owned systems, serving 903 communities. 

In this connection it should be noted that a number of States have 
established Government power authorities, or public corporations, to 
participate in the electric power business. There are the Arizona 
Power Authority, the Grand River Dam Authority of Oklahoma, the 
Lower Colorado River Authority of Texas, and the South Carolina 
Public Service Authority, all in operation today. 

There is also the Power Authority of the State of New York, which 
the State legislature has authorized to develop the St. Lawrence and 
Niagara waterpower resources. 

The State of Nebraska is served entirely by publicly or cooperatively 
owned electric systems, including public power districts, municipally 
owned systems, and rural electric cooperatives. 

The Federal Power Commission publishes 2 annual statistical vol- 
umes, 1 for the privately owned and the other for the publicly 
owned systems having annual operating revenues in excess of $250,000. 
These include between them 297 privately owned systems, serving 
about 38 million customers, and 296 publicly owned systems, serving 
about 3,800,000 customers. 

The Rural Electrification Administration issues an annual statis- 
tical report covering about 1,000 rural electric cooperatives with some 
3,500,000 customers. 

I cite these figures to suggest that it would be a serious oversimpli- 
fication to base legislation, providing among other things for the use 
of atomic energy for the generation of electric power, on the assump- 
tion that regulated private enterprise alone embodies American power 
policy, ignoring the fact that Federal power policy is an integral part 
of a developing American policy having its roots in local or commu- 
nity public and cooperative power systems. 

In this connection it should be further noted that the end of 1952 
saw not only 9,609,000 kilowatts of Federal generating station 
capacity, but also nearly the equivalent, or 8,171,000 kilowatts, of 
State, municipal, public utility, district, and cooperative generating 
station capacity in operation. 

Furthermore, deducting the huge defense industry loads carried by 
the Tennessee Valley Authority and the Bonneville Power Admin- 
istration, the electricity generated for utility load by State and local 
pubic agencies closely paralleled that generated by Federal projects. 

This means that legislation providing for the opening of the atomic 
electric power age must recognize that the body of law under which 
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our electric power business is carried on includes State laws: (a) 
Creating power authorities; (b) Providing the rules under which 
communities may undertake their power service on a public basis; 
(c) Establishing a basis for communities to form public utility dis- 
tricts, and (d) Authorizing the operation of rural electric coopera- 
tives, as well as the combination of Federal statutes dealing with the 
subject. 

And it must be further understood that the legislation at the State 
and local levels and the Federal laws form one body of law—the 
Federal generally supplementing the State—altogether creating and 
protecting the necessary nonprofit portion of our electric power busi- 
ness and the right of the people to undertake this business on a non- 
profit basis. 

After a brief review of the Federal power legislation which must 
be considered in any sound approach to amending the Atomic Energy 
Act, I shall return to indicate why this is necessary to preserve the 
public character of our major public service industry, whether con- 
ducted under private or public ownership. 

Aside from the provisions establishing a basis for cooperation with 
our foreign allies in the broad field of atomic development, the main 
purpose of the bill, H. R. 8862, is to establish the rules under which 
atomic energy will, in the future, be used for civilian purposes and, 
more particularly for the generation of electric power. 

In effect, the proposed amendments to the Atomic Energy Act would 
open the way to private development of atomic electric power and to 
private patents on technical improvements in this field. 

In other words, H. R. 8862 involves questions of Federal power 
policy more than atomic-energy policy. In fact, when the safeguards 
for security, safety, and health have been taken care of, provisions for 
development of electric power come entirely within the field of power 
policy—not atomic policy. 

This is true whether power is developed as a byproduct of produc- 
tion of fissionable material, or as the main function of a reactor- 
generator combination. 

Fundamentally, the vital proposals contained in the bill will deter- 
mine the conditions under which a new energy resource, belonging 
wholly to the people of the United States, will be converted into usable 
and salable electric power. 

There is precedent in the development of Federal waterpower leg- 
islation for the writing of sound atomic-power legislation, to assure 
its development under conditions fully protecting the public interest 
in an abundance of low-cost electric energy. 

As the bill stands, it would seem totally devoid of recognition of this 
interest. 

In connection with Federal control of the use of our waterpower 
resources, there must be provision for safeguarding the actual or po- 
tential uses of the streams for navigation. Therefore, where non- 
Federal interests are licensed to undertake the development of such 
resources, they are required to conform with conditions established 
by the United States Corps of Engineers, the responsible Federal 
agency in the field of navigation. 

Similarly, in connection with Federal control of the use of our 
atomic-energy resources for the development of power, there must be 
provision for safeguarding the overriding public interest in security, 
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public safety, and health. This should, correspondingly be taken 
care of through conditions established by the Atomic Energy Com- 
mission, 

But, in both instances, beyond those special responsibilities lies the 
field of Federal responsibility for assuring the use of a great public- 
energy resource for the purposes of a vital public service, that is, in 
such a manner as to assure that the public interest in the maximum 
use, at minimum cost, is served. Here both energy resources should 
be handled together under the same general provisions of law and 
under the same Federal power agencies. 

In the case of hydroelectric resources, it required half a century to 
work out the constructive policy, now embodied in Federal law, for 
assuring maximum use of the resources subject to public safeguards. 
An important milestone in that period of policymaking was the Fed- 
eral Water Power Act of 1920, now part 1 of the Federal Power Act 
of 1935. 

In that act is included a set of principles to protect the public in- 
terest, which have been further implemented in subsequent legisla- 
tion, but which have never been essentially altered. 

I am pointing this out and intend to amplify my discussion of these 
principles because I am convinced that there is no need to turn the 
hands of the clock back 50 years and begin all over again in providing 
protection for the public interest in the Nation’s new atomic-electric 
power resource, with which the proposed amendments to the Atomic 
Energy Act deal. 

As there have been no serious moves in Congress to alter the essen- 
tial principles of Federal power policy, I urge that the public interest 
will best be served by taking advantage of this last half century of 
progress, through applying those principles to the development of 
atomic-electric power for civilian purposes. 


THE FEDERAL POWER ACT AND PUBLIC PREFERENCE 


The Federal Power Act assumes that first consideration must be 
given to the possibility that the public interest will best be served by 
the Federal development of the potential power at any Federal dam 
or at any waterpower site. 

It places, therefore, on the Federal Power Commission the respon- 
sibility for considering and deciding the question in connection with 
any application fora leense. This is set forth in section 7 (b) of the 
act, which provides: 

Sec. 7 (b). Whenever, in the judgment of the Commission, the development 
of any water resources for public purposes should be undertaken by the United 
States itself, the Commission shall not approve any application for any project 
affecting such development, but shall cause to be made such examinations, 
surveys, reports, plans, and estimates of the cost of the proposed development 
as it may find necessary, and shall submit its findings to Congress with such 
recommendations as it may find appropriate concerning such development. 

The act has previously provided, in section 4 (a), that the Federal 
Power Commission is authorized and empowered to make investiga- 
tions concerning, among other things— 
whether the power from Government dams can be advantageously used by the 
United States for its public purposes, and what is a fair value for such power, 
to the extent necessary or useful for the purposes of this act. 
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The act further assumes that a State or any of its subdivisions 
may legitimately engage in the business of deve loping, transmitting, 
utilizing, or distributing power. In each it provides in section 7 (a) 
that in issuing preliminary permits or licenses for the development 
of any waterpower resources— 


the Commission shall give preference to applications therefor by States and 
municipalities 


provided the plans of such public agencies are equally well adapted 
to meeting the requirements of the act for full use of water resources. 
The full text of section 7 (a) of the act reads as follows: 


Section 7 (a): In issuing preliminary permits hereunder or licenses where 
no preliminary permit has been issued and in issuing licenses to new licensees 
under section 15 hereof, the Commission shall give preference to applications 
therefor by States and municipalities, provided the plans for the same are 
deemed by the Commission equally well adapted, or shall within a reasonable 
time to be fixed by the Commission be made equally well adapted, to conserve 
and utilize in the public interest the water resources of the region; and as 
between other applicants, the Commission may give preference to the applicant 
the plans of which it finds and determines are best adapted to develop, conserve, 
and utilize in the public interest the water resources of the region, if it be 
satistied as to the ablity of the applicant to carry out such plans. 


In its definition of the word “municipality,” the act recognizes 
the legitimacy of public ownership in the field of electric power. 
It says: 


“Municipality” means any city, county, irrigation district, drainage district, 
or other political subdivision or agency of a State competent under the laws 
thereof to carry on the business of developing, transmitting, utilizing, or dis- 
tributing power. 


Further recognizing the prior right of the people to employ public 
agencies for the development of waterpower resources, the act pro- 
vides not only for limited-term licenses, but, also, in section 14, for 
the right of the Federal Government to recapture private hydroelec- 
tric developments at the conclusion of the license period. This 
section provides, in part: 


Upon not less than two years’ notice in writing from the Commission the 
United States shall have the right upon or after the expiration of any license to 
take over and thereafter to maintain and operate any project or projects as de- 
fined in section 3 hereof; and covered in whole or in part by the license, or the 
right to take over upon mutual agreement with the licensee all property owned 
and held by the licensee then valuable and serviceable in the development, 
transmission, or distribution of power and which is then dependent for its use- 
fulness upon the continuance of the license * * upon the condition that before 
taking possession it shall pay the net investment of the licensee in the project or 
projects taken, not to exceed the fair value of the property taken, plus such 
reasonable damages, if any, to property of the licensee valuable, serviceable, and 
dependent as above set forth, but not taken, as may be caused by the severance 
therefrom of property taken, and shall assume all contracts entered into by the 
licensee with the approval of the Commission * * * 


Beyond this, the act provides, in section 7 (a) and section 15, taken 
together, that States and municipalities may again exercise their pref- 
erence at the termination of a license to a private power undertaking if 
the Federal Government does not decide to take over the project or 
projects. 

Still further safeguarding the public right to the development and 
use of such resources on a peneprafit basis, the act, in section 14, spe- 
cifically reserves the right of the United States, or any State or munici- 
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pality, to take over, maintain, and operate any licensed project at any 
time ‘by condemnation proceedings. 

As a final indication that Federal power policy, as embodied in the 
Federal Power Act, considers it in the public interest to foster non- 
profit development and use of such energy resources, I refer you to 
section 10 (e) providing that a license e shall pay to the United States 
reasonable annual charges to cover: (@) Reimbursement for the cost 
of administeri Ing the act ; (6) rec ompe nse for the use, Occ ups tncy, and 
enjoyment of Government lands; (¢) e: xpropriation of excessive profits 
until the States have made provision for preventing such profits or 
themselves expropriating them; and (d) charges for the use of Gov- 
ernment dams. 

This section of the act contains a proviso specifically exempting 
States and municipalities holding licenses from such charges, to the 
extent that such power is sold to the public without profit, or is used by 
them for State or municipal purposes. The proviso reads: 

That licenses for the development, transmission, or distribution of power by 
States or municipalities shall be issued and enjoyed without charge to the extent 
that such power is sold to the public without profit or is used by such State or 
municipality for State or municipal purposes. * * * 

Subsequently, I shall discuss briefly the fundamental importance of 
such provisions in any legislation governing the use of a public energy 

resource whether hydro or atomic for the development of electricity. 

Here I would simply urge (a) that the Nation has a parallel situa- 
tion to deal with as we consider the rules which should apply to the 
opening up of atomic energy to development of atomic-electric power ; 
() that, along with provision for licensing non-Federal development 
of such power, there should be similar safeguarding of the prior right 
of the people to have the resource developed by an ayency of the Fed 
eral Government for public purposes; (¢) that this should apply 
whether the power development is to be associated with Federal i 
vestment in the reactor or the entire atomic-electric power unde adding 
is to be financed as a unit; and (d) that, should the decision of the 
competent Federal body not favor Federal development, States and 
municipalities, as defined in the Federal Power Act, should enjoy a 
preference, provided their plans are equally sound. 

Before turning to a discussion of sections of the Fedéral Power Act, 
which should be considered to safeguard the public interest where 
licenses are issued to non-Federal, and particularly private, interests 
to develop atomic-electric power, I shall refer briefly to other Federal 
power legislation which reflects the evolution of the principles which 
| have already noted. 


BOULDER DAM ACT ADOPTS PRINCIPLES BY REFERENCE 


The act of Congress, approved December 21, 1928, providing for the 
construction of Boulder Dam, now called Hoover Dam, in the Colo- 
rado River, explicitly directs that determinations as to use of the 
energy of the falling water or the power derived therefrom shall be 
in accordance with the provisions of the Federal Water Power Act, 
giving preference to public agencies. 

Dealing with the authorization to the Secretary of the Interior to 
enter into contracts for— 
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the use of water and necessary privileges for the generation and distribution of 
hydroelectric energy or for the sale and delivery of electrical energy— 


the Boulder Dam Act—section 5 (c)—continues: 


In case of conflicting applications, if any, such conflicts shall be resolved by 
the said Secretary, after hearing, with due regard to the public interest and in 
conformity with the policy expressed in the Federal Water Power Act as to 
conflicting applications for permits and licenses, except that preference to appli- 
eants for the use of water and appurtenant works and privileges necessary for 
the generation and distribution of hydroelectric energy, or for the delivery at 
the switchboard of a hydroelectric plant, shall be given, first, to a State for the 
generation or purchase of electric energy for use in the State, and the States of 
Arizona, California, and Nevada, shall be given equal opportunity as such 
applicants. 


The Boulder Dam Act provides further : 


That no application of a State or a political subdivision for an allocation of 
water for power purposes or of electrical energy shall be denied or another 
application in conflict therewith be granted on the ground that the bond issue 
of such State or political subdivision, necessary to enable the applicant to utilize 
such water and appurtenant works and privileges necessary for the generation 
and distribution of hydroelectric energy or the electrical energy applied for, has 
not been authorized or marketed, until after a reasonable time, to be determined 
by the said Secretary, has been given to such applicant to have such bond issue 
authorized and marketed. 


You will note it has a double provision for protecting not only the 
interest of the States particularly, but of the States and municipalities 
in obtaining the power from the falling water in connection with the 
great Boulder Dam project. 

In the last 2 years there has been considerable talk about return to 
the principles of the Boulder Canyon Act, in providing for the poten- 


tial power associated with Federal investment in dam and reservoir 
projects. 

Former President Herbert Hoover, now chairman of the Commis- 
sion on Governmental Operations, has made ihis plea in a number of 
public statements. It was also set forth by the House Appropriations 
Committee in its report on the Interior Department appropriations bill 
for the fiscal year 1954. 

The inclusion of similar provision for preference to States and 
their political subdivisions, as well as to rural electric cooperatives, 
would seem a sound embodiment of public policy in connection with 
legislation providing for the development and marketing of atomic- 
electric energy. 

As in the case of the power in the falling water in their streams, the 
people have a proprietary interest in atomic energy and their nonprofit 
agencies should have first call upon its use as a source of supply for 
their most vital public service business. 


TENNESSEE VALLEY AUTHORITY ACT AFFIRMS SAME PRINCIPLES 


Section 10 of the Tennessee Valley Authority Act of 1933 provides 
this same preference for nonprofit agencies in connection with the sale 
of power generated at the Authority’s projects. It reads, in part, as 
follows: 

Sec. 10. The Board (TVA Board of Directors) is hereby empowered and au- 
thorized to sell the surplus power not used in its operations, and for operation 


of locks and other works generated by it, to States, counties, municipalities, cor- 
porations, partnerships, or individuals, according to the policies hereinafter set 
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forth; and to carry out said authority, the Board is authorized to enter into 
contracts for such sale for a term of not to exceed twenty years, and in the sale 
of such current by the Board it shall give preference to States, counties, munici- 
palities, and cooperative organizations of citizens or farmers, not organised or 
doing business for profit, but primarily for the purpose of supplying electricity 
to its own citizens or members * * *. 

Here is may be noted that the enumeration of “State, counties, 
municipalities, corporations, partnerships, or individuals,” in that 
order, as potential customers of power made available through Federal 
investment, tends to clarify the intent of an act dealing with this public 
business and might well be adopted in connection with legislation deal- 
ing with the ap splic ation of atomic energy to the electric- power field. 

The Tennessee Valley Authority Act inc tudes 1 important statements 
of the objectives which shall govern the sale of power. In accordance 
with section 11, power projects are to be considered 
primarily as for the benefit of the people of the section as a whole and particu- 
larly the domestic and rural customers to whom the power can economically 
be made available and accordingly that sale to and use by industry shall be 
a secondary purpose, to be utilized principally to secure a _ sufficiently high 
load factor and revenue returns which will permit domestic and rural use at 
the lowest possible rates and in such manner as to encourage increased domestic 
and rural use of electricity. 

Furthermore, the last proviso in section 10 of the act authorizes and 
directs the Tennessee Valley Authority Board of Directors 
to make studies, experiments, and determinations to promote the wider and 
better use of electric power for agricultural and domestic use, or for small or 
local industries, and it may cooperate with State governments, or their sub- 
divisions or agencies, with educational or research institutions, and with coop 
eratives or other organizations, in the application of electric power to the fuller 
and better balanced development of the resources of the region. 

These are important public purposes. As I shall suggest at the 
conclusion of this part of my statement, they must be considered and 
safeguarded in any sound atomic-electric power legislation. 

Here I simply summarize the principles which Congress has deemed 
important in connection with hydroelectric power. 


OTHITER LAWS ARE CONSISTENT 


The Bonneville Act of 1937, in section 2 (b), authorizes and directs 
the Bonneville Administrator to construct, operate, and maintain a 
transmission system, eee ae other Federal projects, publicly 
owned power systems now or hereafter constructed, and markets. 

The object of this provision is threefold: (a) To encourage the 
widest possible use of all electric energy that can be generated; (6) 
to provide reasonable outlets for the energy; and (¢) to prevent 
monopolization of such energy by limited groups. 

The act further provides, in section 4 (a), that 
in order to insure that the facilities for the generation of electric energy at 
the Bonneville project shall be operated for the benefit of the general public, and 
particularly of domestic and rural consumers, the Administrator shall at all 
times, in disposing of electric energy generated at said project, give preference 
and priority to public bodies and cooperatives. 


The act, in section 4 (c), follows the Boulder Dam Act in assuring 
public bodies and cooperativ es a reasonable time in which to authorize 
and market securities necessary to enable them to enter into the public 
business of selling and distr ibuti ing the electric energy. 
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But, in section 4 (d), it goes even further. providing as follows: 

Seo. 4 (d). It is declared to be the policy of the Congress, as expressed in 
this act, to preserve the said preferential status of the public bodies and coop- 
eratives herein referred to, and to give to the people of the States within economic 
transmission distance of the Bonneville project reasonable opportunity and time 
to hold any election or elections or take any action necessary to create such 
public bodies and cooperatives as the laws of such States authorize and permit, 
und to afford such public bodies or cooperatives rensonable time and opportunity 
to take any action necessary to authorize the issuance of bonds or to arrange 
other financing necessary to construct or acquire necessary and desirable electric 
distribution facilities, and in all other respects legally to become qualified pur- 
chasers and distributors of electric energy available under this act 

The Bonneville Act, in sections 6 and 7, establishes fairly precise 
principles governing the rates to be charged for sale of the electric 
energy generated at the project. They shall be fixed 


with a view to encouraging the widest possible diversified use of electric energy. 
They may be uniform throughout prescribed transmission areas— 


in order to extend the benefits of an integrated transmission system and en- 
courage the equitable distribution of the electric energy developed at the Bonne- 
ville project. 

They shall be drawn 
having regard to the recovery (upon the basis of the application of such rate 
schedules to the capacity of the electric facilities of Bonneville project) of the 
cost of producing and transmitting such electric energy, including amortization 
of the capital investment over a reasonable period of years 

They shall be based on an allocation of costs of this multiple-pur- 
pose project. 

Substantially the same provisions protecting the public interest in 
the use of electric energy derived from a public water resource are 
found in the Fort Peck Dam Act of 1938. 

Both the Bonneville and Fort Peck Acts have identical definitions 
of “public bodies,” and “cooperatives,” accorded a preference in secur- 
ing power from the respective projects. The term “public body,” or 
“public bodies” in the acts— 
means States, public power districts, counties, and municipalities, including 
agencies or subdivisions of any thereof. 

The term “cooperative” or “cooperatives,” means— 
any form of nonprofit making organization or organizations of citizens supplying, 
or Which may be created to supply, members with any kind of goods, commodities, 
or services, as nearly as possible at cost. 

The Flood Control Act of 1944 extended substantially the same 
principles to the marketing of power by the Secretary of the Interior 
from all reservoir projects under the control of the War Department. 

In view of the fact that, since 1906, electric power developed at all 
projects constructed under the Reclamation Acts had been marketed 
with a preference to public bodies, the legislation covering a period 
of nearly 50 years had established a substantially uniform pattern for 
protecting the public interest in our waterpower resources, based on 
the prior right of the people to public development, public marketing, 
and public distribution through any level of government. 

Meanwhile, in 1936, Congress had established the Rural Electrifica- 
tion Administration for the purpose of extending financial and tech- 
nical assistance in connection with the construction and operation of 
generating plants and electric transmission and distribution lines or 


48184—54—_-34 





524 AMEND ATOMIC ENERGY ACT OF 1946 


systems for the service of the people of rural areas not then receiving 
central station electricity. , ry 

The act authorizes the Rural Electrification Administrator to make 
loans for this purpose to private, cooperative, and public agencies, but 
provides that, in making such loans he— 
shall give preference to States, Territories, and subdivisions and agencies thereof, 
municipalities, peoples utility districts, cooperative, nonprofit, or limited dividend 
associations, the projects of which comply with the requirements of this act. 


Representative Horrrreip. Does that apply to ponte power or fed- 
erally produced power that might be distributed within one State? 

Mr. Otps. Yes. 

Representative Hoxirietp. The interstate law has nothing to do? 

Mr. Oxps. Has nothing to do. 

In this case the Government is marketing a product of its own in- 
vestment. I think the decisions that comes the closest to covering it 
is the Ashwander decision involving the question of the authority 
of the TVA, in that broad field. 

Many States amended their laws to enable cooperative nonprofit 
organizations to undertake rural electric service. 


AN ANTIMONOPOLY POLICY 


It is of unquestionable importance to the country’s future that, 
before any legislative steps are taken to provide for development of 
atomic-electric power for civilian use, this structure of local, State, 
and Federal power-policy law be carefully studied and the Federal 
provisions applying to waterpower be adapted to bringing the electric 


power phases of atomic progress within the control of that policy. 

Representative Hoirrevp. In case it was not the desire of this com- 
mittee to do that, do you believe that can be done by reference to these 
acts or, because of the nature of its being a new industry, would the 
principles have to be written into specific legislation rather than by 
reference ? 

Mr. Otps. I think certain of them could be taken into account by 
reference. I think others might require some adaptation, although 
the general principle set forth could properly be incorporated with 
such modifications as necessary to apply to the situation created by 
the atomic energy resource. 

It would take some study, but I think the thing could be worked out 
so that you would have a body of law which would include both refer- 
ence and perhaps specific amendments, say, to the Federal Power Act. 

It may not necessarily be included in the amendment to the Atomic 
Energy Act itself. 

I am going to point out toward the end of my statement it may 
a desirable to divide this proposed legislation into a number of 

ills, some of which would be amendments to the Atomic Energy Act 
and some of which would adopt the general power policy of the 
country. 

Representative Hoxtrrecp. If that happened, I think this com- 
mittee might lose jurisdiction over some of those bills and they might 
well go to some other committees. 

Mr. Otps. I think the matter should be studied to see how it should 
be done before any legislation turning over this atomic energy resource, 
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particularly to private development, certainly to non-Federal develop- 
ment, goes forward. 

Until that study has been made, I think it cannot be definitely said 
whether it could be accomplished entirely by reference within an 
amendment to the Atomic Energy Act, or whether it would require 
amendments of other acts, too. 

Representative Horirterp. That type of study and report to the 
Congress could well be construed to come under section 7 (b) of the 
McMahon Act, requiring the Commission to report on the social, 
economic, and political and international effects of new legislation, 
could it not? 

Mr. Otps. I think very definitely. It is a material subject that 
needs to be reported on under that section 7 (b) requirement before 
the public interest will be served by going ahead with any amendment 
to the act that turns over the power resource to non-Federal bodies. 

Representative Horirterp. Your thought, Mr. Olds, from your 
years of experience in this field of power regulation, is, then, that in 
approaching this subject of industrial application of power, we are 
essentially entering a field completely different from what the Atomic 
Energy Committee has been concerned with before? 

Mr. Oxps. I think so, yes. I think one of the fine things about the 
original act, the 1946 act, is that it envisaged the fact that there were 
going to be profound changes when the time came when it was enter- 
ing the civilian economy—when it was moving out of strictly the 
weapons field, defense field, and moving into a resource for the 
people’s use to build their whole civilization on. 

Representative Hotirme.D. By virtue of the fact we are now enter- 
ing this new field, we are entering a strange field for this committee 
because we have had no concern with power policy or regulation of 
power produced from Federal projects up until this time. 

Mr. Oxps. That is right. I am not quite sure of the sections of the 
act because they have changed the section numbers, but there is a 
provision which indicates the authors of the original act recognized 
that if, as part of the operations of the Atomic Energy Commission, 
the byporduct of electric energy produced, there should, in the sale 
of this byproduct, be some influence exercised by the Government 
over the resale rates. 

In other words, steps should be taken to enable people to get the 
electricity at the lowest possible rate. 

Repreesntative Houirie.p. You may proceed, Mr. Olds. 

Mr. Oxps. Since Theodore Roosevelt, the evolving Federal power 
policy has been recognized as an antimonopoly policy. It may be 
recalled that in his James River veto message President Theodore 
Roosevelt esteemed it his duty to— 
use every endeapor to prevent this growing [power] monopoly, the most 
threatening which has ever appeared, from being fastened upon the American 
people. 

Gifford Pinchot and George W. Norris have echoed these words. 

So far I have been discussing power policy legislation safeguarding 
the right of the people to choose public generation, transmission, and 
distribution of electric energy. I have discussed this phase of the 
necessary legislative approach to the civilian use of atomic energy as 
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a source of electric power, first, because, as consistently affirmed by 
Congress, it is a prior 1 ight. 

But I have not intended thereby to suggest that development of 
atomic-electrie power be limited to public agencies. I intend next 
to discuss the legislative framework necessary to protect the public 
interest in connection with the licensing of private corporations to 
develop this new form of power generation. 

Before undertaking that discussion, however, I will summarize 
briefly the objectives of Federal power policy, which stand out clearly 
in my foregoing analysis. This will provide an outline of the objec- 
tives which legislation, opening the way to atomic-electric power tak- 
ing its place with hydroelectric power and thermal power generated 
with conventional fuels in the service of the Nation, must safeguard. 
These objectives may be considered “public purposes,” as the term is 
used in the Federal Power Act. 

In the first place, Congress has clearly recognized that nonprofit 
operation of a portion of the electric-power business is desirable in the 
public interest for it has not only provided a preference to public 
bodies in the development of waterpower resources and to both public 
and cooperative bodies in the marketing of power from Federal hydro- 
electric developments, but has specifically exempted nonprofit public 
hydroelectric developments from the charges assessed by the Federal 
Power Commission against other developments. 

In the second place, Congress has affirmed the objectives of this 
policy to inelude: 

(1) Encouragement of the widest possible diversified use of electric 
energy. 

(2) Prevention of monopolization of the electric energy by limited 
groups. 

(3) Extension of the benefits of an integrated transmission system. 

(4) Equitable distribution of the electric energy among States, 
counties, and municipalities within transmission distance. 

(5) Benefit to the general public and particularly domestic and 
rural consumers. 

(6) Encouragement of increased domestic and rural use of electric- 
ity at the lowest possible rates. 

(7) Promotion of the wider and better use of electric power for 
agricultural and domestic purposes, as well as for small or local 
industries. 

(8) Application of electric power to the fuller and better balanced 
development of the resources of the region. 

All these are vital public purposes involving the standards of living 
and future well-being of the American people. They are of as vital 
importance in connection with the development of atomic-electric 
power as with hydroelectric power. Any sound legislation providing 
the policy framework within which atomic-electric power will be 
developed must take them into account. 

These public purposes will not be taken into account if the develop- 
ment is predominantly by privately owned power systems, even if 
subject to the normal processes of utility regulation. ‘I shall support 
this statement after a brief analysis of the necessary  oalinnden which 
should be attached to licenses for development of atomic-electric 
power by privately owned electric utilities. 





AMEND ATOMIC ENERGY ACT OF 1946 


THE FEDERAL POWER ACT AND PRIVATE DEVELOPMENT 


The Federal Power Act provides a complete set of principles and 
procedures for protecting the public interest in connection with the 
licensing of non-Federal waterpower development and, more particu- 
larly, of private development of waterpower resources. I shall select 
some of these for purposes of illustration, but all of them should be 
reviewed to determine their applicability to the licensing of the devel- 
opment of atomic-electric power by privately owned electric utility 
systems. 

In the first place, in order to safeguard the preference right of 
States and municipalities, the act makes it mandatory for the Com- 
mission to give written notice of a private applic ation for a prelim- 
inary permit or a license to any State or municipality likely to be 
interested in or affected by such application. A preliminary permit 
may be sought to maintain a priority of application for a license dur- 
ing the period to make the examinations, surveys, and financial ar- 
rangements necessary to support the license ap plication. 

In the second place, the act provides the basic conditions which shall 
be attached to all licenses, including the following: 

(1) The project must be best adapted to a comprehensive scheme 
for use of the resource for all purposes, including development of 
power. 

(2) No substantial alteration or addition to the project shall be 
made without prior approval of the Commission. 

(3) The licensees shall maintain the project works in an adequate 
condition of repair, including all necessary renewals and replace- 
ments and shall establish and maintain adequate depreciation reserves. 

(4) After the first 20 years of operation, the licensee must put a 
specified portion of any excess profits over a fair return upon actual 
legitimate investment in the project in an amortization reserve to be 
held until termination of the license, or applied from time to time in 
reduction of net investment. 

(5) The licensee shall pay the United States certain specified 
annual charges. 

(6) Combinations, agreements, arrangements, or understandings to 
limit the output of electricity, restrain trade, or to fix, maintain, or 
increase rates are prohibited. 

In the third place, the act provides in section 19 that a private 
licensee engaged in public service shall agree as a condition of the 
license to abide by reasonable regulation of its services, rates, and 
security issues either by a State commission or, where there is no State 
regulation, by the Federal Power Commission. 

It provides further, in section 20, that when project power or any 
part thereof enters interstate or foreign commerce— 
the rates charged and the service rendered by such licensee, or by any sub- 
sidiary corporation, the stock of which is owned or controlled directly or in- 
directly by such licensee, or by any person, corporation, or association pur- 
chasing power from such licensee for sale and distribution or use in public 
service shall be reasonable, nondiscriminatory, and just to the customer. 

All unreasonable, discriminatory, and unjust rates or services are 
prohibited and declared to be unlawful and, lac ‘king State commis- 
sion jurisdiction, the Federal Power Commission is given jurisdic- 
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tion over such rates and services as constitute interstate or foreign 
commerce. 

In the fourth place, by the final paragraph of section 20, a licensee 
is precluded from claiming any value for its project or projects for 

ratemaking purposes in excess of net investment or fair value, which- 
ever is the least. 

In section 3 of the act “net investment” is defined as follows 

“Net investment” in a project means the actual legitimate original cost thereof 
as defined and interpreted in the classification of investment in road and equip- 
ment, of steam roads, issue of 1914, Interstate Commerce Commission, plus 
similar costs of additions thereto and betterments thereof, minus the sum of 
the following items properly allocated thereto, if and to the extent that such 
items have been accumulated during the period of the license from earnings 
in excess of a fair return on such investment: (a) Unappropriated surplus; 
(b) aggregate credit balances of current depreciation accounts; and (c) aggre- 
gate appropriations of surplus or income held in amortization, sinking fund, 
or similar reserves, or expended for additions or betterments or used for the 
purposes for which such reserves were created * * *. 

From the above it is crystal clear that, in addition to providing a 
prior right of public development by either Federal, state, or mu- 
nicipal governments, together with the right of condemnation at any 
time, or recapture for public operation at the conclusion of the license 
term, the authors of the Federal Water Power Act in 1920 were de- 
termined to set up every possible regulatory safeguard for the public 
interest in good service at the lowest possible rates. 

To assure the Federal Power Commission the necessary accounting 
tools to enforce this strict regulation, section 4 (f) of the act, author- 
izes and empowers the Commission, irrespective of whether or not 


the licensee 1s engaged in interstate commerce, be.gananane rules and 


regulations for the establishment of a system of accounts and for 
the maintenance thereby by licensees. 

In this connection, the Commission is further authorized and em- 
powered— 
to examine all books ahd accounts of such licensees at any time; to require 
them to submit at such time or times as the Commission may require statements 
and reports, including full information as to assets and liabilities, capitalization, 
net investment and reduction thereof, gross receipts, interest due and paid, 
depreciation and other reserves, cost of project, cost of maintenance and opera- 
tion of the project, cost of renewals and replacements of the project works, 
and as to depreciation of the project works and as to production, transmission, 
use and sale of power; also to require any licensee to make adequate provision 
for currently determining said costs and other facts * * *. 

These illustrations from the Federal Power Act are sufficient to 
indicate the safeguards for the public interest which the authors of 
the Federal Power Act deemed it wise to throw around the private 
development of the Nation’s hydroelectric resources, to provide 
power supply for a public service industry. These terms were ham- 
mered out over a period of consideration which extended over many 
years and had its roots in the conservation movement initiated by 
President Theodore Roosevelt. 

Clearly, Congress then recognized that. in dealing with a source 
of power supply for a public service industry, it was dealing with 
something which involves the public interest beyond that associ- 
ated with the ordinary commodity offered for sale by a variety of 
producers in a competitive market. 
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Use of the Nation’s atomic-electric power resource by privately 
owned public-utility corporations, as a part of their power supply, .n- 
volves the public interest in at least the same degree, and legislative 
provisions for the licensing of such use should include similar safe- 
guards. 

In short, arrangements for the use of the Nation’s atomic energy 

resource to produce commercial electric power should be brought 
within the four walls of Federal power policy. 


PROTECTION FOR NONPOWER FEDERAL RESPONSIBILITIES 


This is not to ignore the fact that the use of atomic energy to pro- 
duce electric power must be under legislation which also safeguards 
the relationship of such use to other aspects of atomic development, 
including those for which the Atomic Energy Commission must 
retain full responsibility. 

But, as I have already pointed out, the Federal Power Act is full 
of provisions which safeguard a corresponding responsibility of the 
United States Corps of Engineers for maintaining the navigability 
of the Nation’s streams. 

For instance, section 4 (d) of the Federal Power Act, authorizing 
and empowering the Federal Power Commission to issue licenses for 
hydroelectric power development, provides among other things— 
that no license affecting the navigable capacity of any navigable waters of 
the United States shall be issued until the plans of the dam or other structures 
affecting navigation have been approved by the Chief of Engineers and the 
Secretary of War. 

Numerous other provisions of the act are designed to require the 
licensee to protect or enhance the navigability of the waterway affected 
by any proposed project. 

Section 18 is a case in point, which provides, among other things— 
that the operation of any navigation facilities which may be constructed as 
a part of or in connection with any dam or diversion structure built under the 
provisions of this act, whether at the expense of a licensee hereunder or of 
the United States, shall at all times be controlled by such reasonable rules and 
regulations in the interest of navigation, including the control of the level of 
the pool caused by such dam or diversion structure as may be made from time 
to time by the Secretary of War. 

Corresponding provisions, including provisions to that effect ap- 
pearing in H. R. 8862, the bill before us, could safeguard the concern 
and responsibility of the Atomic Engery Commission in connection 
with what would otherwise be power policy legislation. 


PUBLIC COMPETITION AS AN ELEMENT IN THE AMERICAN SYSTEM 


At the beginning of my discussion of the necessary legislative safe- 


guards to protect the public interest in connection with the licensing 
of private development of a great public energy resource, I stated that 
such protection would be inadequate if dev elopment is turned over 
predominantly to private power systems, subject only to the normal 
processes of utility regulation. I now turn to the portion of my 
eye supporting that conclusion. 
resent a full picture. it is necessary to discuss briefly two points: 

(a) ) thes importance of keeping open the public or cooperative alter- 
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native as a supplement to regulation of privately owned power sys- 
tems, and (b) The necessity for the Federal Government to play a 
part in keeping that alternative open. 

The first point rests on the fact that regulation is not an effective 
substitute for competition in assuring people the maximum use of 
their resources at the lowest rates consistent with sound business 
principles. 

The second rests on the fact that, without Federal assistance, mod- 
ern power supply technology would ultimately enable farflung pri- 
vate power systems to strangle existing public and cooperative sys- 
tems, as well as rendering new efforts to substitute public ownership 
practically impossible. 

The result of failure to maintain the conditions which will keep the 
opportunity for public competition open will be a private monopoly 
so gigantic, and with such a stranglehold on the American economy, 
as to threaten the dynamic character of our civilization. 

Let me briefly support these general statements. 

First, I will deal with the ineffectiveness of regulation. This was 
brought out by two well known authorities at_a symposium on power 
costs staged by the American Society of Civil Engineers in 1937. The 
speakers were Prof. Alden B. Thresher, of the Massachusetts Insti- 
tute of Technology, and Vice President Leverett S. Lyon, of the Brook- 
ings Institute. 

Thresher definitely attributed the direction taken in broadening 
Federal power policy during the 1930's to the inadequacy of regula- 
tion. He suggested that the accepted scheme of regulation in the 
United States is, by its very nature, static and ill adapted to the eco- 
nomical and technical changes characteristic of the power industry. 
He said: 

It is more accurate, therefore, to regard the Federal power program, what- 
ever its merits or defects, as a response to a long standing maladjustment, not 
as a punishment meted out to malefactors. The machinery of State regulation 
is often said to have “broken down.” More strictly speaking, it has always 
lagged behind the situation with which it strove to grapple. This was true even 
in the days of local power units, because of the rapid rate of technical change. 
It is doubly true now that regional interconnections extend over areas beyond 
the jurisdiction of regulative authorities. 

Lyon attributed the introduction of the Federal yardstick policy 
to the lack of any satisfactory cost basis for fixing rates under 
regulation. 

Lyon pointed out that in a competitive field, as contrasted with the 
monopolistic utility business, the costs of an individual company may 
have no direct relation to the prices at which it can sell its product; 
that it does high-cost companies no good to complain that their costs 
will not permit them to compete profitably ; that, in such a situation, 
a high-cost manufacturer has no choice but to forget part of his 
costs, closing his eyes to some of his fixed charges and ac cepting the 
fact that his investment is not worth as much as he thought it was. 

He stated that a buyer should be in a position to purchase, at any 
time, at as low a price as anyone will offer, if the resources of the 
Nation are to be used so as to give the greatest possible output for the 
smallest possible input. 

He held that the theory that prices should cover costs is in conflict 
with this objective and provides no incentive to keep costs down. 
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Mr. Lyon then asserted that in the field of power, because it is a 
natural monopoly, the competitive method of price determination 
will not apply and that, since a monopoly cannot be trusted to create 
prices in the public interest, social regulation of rates has been 
established in every State. He continued: 

Since the commissions which have been given this responsibility have no com- 
petitive tests, they have groped none too happily, in an effort to relate costs to 
prices. * * * 

It is the raising of such issues of costs as these has introduced the now much 
discussed yardstick as a proposed method of determining what prices should 
be. Of course, the so-called yardstick is not a new idea. Every method that 
can be applied to determining what prices shall be—even competition—is a 
yardstick, but the great extension of Government operations as a means of 
comparing costs does offer, in size at least, something new. * * * 

Putting the two statements together we see that the inadequacy of 
utility regulation is due to the fact that: (a) without competition it 
has no cost standards to go by, and (b) it is static. 

Just a word or two as to what is meant by the statement that reg- 
ulation is static. Rate regulation has always proceeded mainly by 
determining whether a public utility company is making more or less 
than a fair return on some rate base. This is determined in terms of 
an accounting analysis of the last full year for which complete figures 
are available. Thus, utility rates never reflect the lowering of costs 
which would result from enterprising sales objectives. Instead, it pro- 
motes a lazy monopoly attitude toward the business. 

Most unit costs in the electric power business come down rapidly as 
average consumption of electricity goes up. If a private power com- 


pany would make rates based on such low costs and then put on a cam- 
paign to achieve the sales objectives which would make them profitable, 
we would have more justification for the privately owned segment of 
the power industry. 

I need only quote an editorial from Electrical World, the journal 
of the industry, to make clear what I mean. The McGraw Hill 
editor, writing in the June 26, 1943, issue, said: 


In a competitive business there is the same eagerness to secure a fair return 
on invested capital but the approach is different. Return in competitive busi- 
ness comes from expansion of sales—from volume. * * * 

In a competitive business one does not start with a rate that will produce 
a return and struggle to build business at that price. Just the opposite; one sets 
a goal and then finds out what price is necessary to reach that figure. The costs 
are adjusted to make the price bring a return on the estimated volume. 

What is the difference? Just this, that growth under the monopolistic con- 
cept is necessarily slower than under the competitive concept. Rates in one case 
are protective of investment, while in the other they are volume creative. * * * 

Regulation does not produce these expansive results. Public or 
cooperative competition does. 

If the committee wishes me to, I can supply a wide range of ex- 

| 
amples of the effect of actual or potential public competition in bring- 
ing down electric rates where regulation has failed. These would 
show that: 

The lowest electric rates in the Northe: ast are in close proximity 
to the Ontario frontier on the other side of which are the low rates 
and large average oeemnPy ee of the public Ontario hydroelectric 
system and become higher in proportion to the distance from the 
border. 
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The lowest rates in Ontario were for many years in Ottawa, where 
for a generation a private system operated in competition with the 
public system; maintained rates far lower than the TVA yardstick 
rates, and consistently made 9 percent on its net investment. 

The small public system in the borough of Westmount in Montreal, 
Canada, consistently pulled the rates down for customers of the entire 
Montreal Light, Heat & Power Co. 

The Consolidated Edison Co. in New York City blocked through 
court action a public service commission order to reduce rates, insisted 
it was entitled to rate increases, and then reduced rates when Mayor 
LaGuardia came forward with a complete plan for a municipal yard- 
stick plant. The result was hailed as highly satisfactory a year later 
by the company’s chief executive. 

The New York power companies all made drastic cuts in their 
charges for serving rural customers when the farmers of Seneca 
County, with the help of the New York Power Authority, prepared 
to go forward with a rural electric cooperative. 

The decision of the city of Auburn, N. Y., to hold a referendum 
on the question of establishing a municipally owned system led to two 
rate reductions which the private company serving the city offered 
to its entire service area. 

The 250-kilowatt-hour residential bills of the Central Illinois Light 
Co. go up from $5.22 in the vicinity of Springfield, Ill., where it com- 
petes with a well-managed municipal sheds to $5.78, some 60 miles 


away in Peoria—and I might insert here that its main generating 
plant is in Peoria—and again to $7 a hundred and fifty miles away 


from such competition in DeKalb, Ill. 

The lowest electric bills charged by private companies in the coun- 
try as a whole reflect the presence of competitive areas such as those 
served by the TVA and Bonneville Power Administration. 

Rural electric cooperatives secure their wholesale power supply 
from private companies influenced by the presence of public com- 
petition at about half the cost which similar cooperatives pay where 
there is no competition or threat of competition. 

High average consumption reflects the same influence. The private 
companies stimulated by public competition are doing as well as or 
better than their fellows who are content with high rates and low use. 

Finally, TVA’s low-cost pewer supply to the Atomic Energy Com- 
mission stimulated the private power companies into devising new 
methods of financing power stations which will greatly reduce their 
power costs. Although, due to management problems, they are still 
unable to meet TVA rates, this offers an outstanding example of how 
public competition, rather than regulation, brings low electric rates. 

This brief summary should be sufficient to suggest why public or 
cooperative competition must supplement regulation if the people 
are to have the widest use of electricity at the lowest possible rates. 

Analysis of the evolution of the electric power industry makes the 
second point equally clear. By the end of 1882, the birth year of cen- 
tral station electricity, there were already four public owned electric 
systems. 

By 1923 the number had reached more than 3,000, but dropped to 
2.300 in 1927, and to around 2,000 in 1951. 
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Writing in 1929, on the changing character and extent of municipal 
ownership in the electric light and } power industry, Prof. H. B. Doran, 
chairman of the department of smn utilities of New York Univer- 
sity, and sometime consultant to the Edison Electric Institute, com- 
mented on the decline. He said that the large-scale, centralized 
production of electricity, the development of a long-distance trans- 
mission, and interconnection of central supply stations— 
appears to have been the most important condition affecting the character 
and extent of municipal ownership of electrical establishments. 

In other words, the reduction in the number of publicly owned 
electric systems following 1923 was not due to a change in public 
opinion, but to the fact that small-scale local generating stations were 
ceasing to be an economical source of power supply , as compared with 
great power supply networks linking together combinations of large 
generating plants. 

Until the Federal Government entered the power-supply picture, as 
a partner with local municipal and cooperative systems, this meant 
that such community systems became increasingly dependent for their 
power supply on their private competitors and as a result were re- 
quired to pay excessive rates for such supply. 

This means that in the future the survival of effective public or co- 
operative competition will depend upon Federal or State assistance to 
communities in securing the low-cost power supply necessary to meet 
the expanding requirements which low electric rates stimulate and 
which are the true objectives of this public service. 

In considering proposals for legislation to establish the conditions 


under which atomic electric power is to be produced, and marketed, 
it should be clear that the Federal Government must provide either 
for the construction of large-scale atomic powerplants, interconnected 
with Federal river basin hydroelectric plants, or for the development 
of such economical small atomic pom erplants as will provide munici- 


palities or rural areas, which choose public or cooperative power, 
their supplies of energy at as low wholesale rates as would be possible 
from a publicly owned interconnected system. 

Only in this way can the people of this country get the returns to 
which they are entitled on thats great investment in this new energy 
resource. 

For the dividends must come in the form of an abundance of elec- 
tricity at the lowest possible rates. The people must have the oppor- 
tunity to take advantage of the low fixed charges, associated with the 
use of their own credit, to secure the wholesale power supply required 
to meet the expanding ‘needs of their public and cooperative systems. 

This must be the interpretation nae on a statement made by 
Chairman Lewis L. Strauss, of the Atomic Energy Commission, in 
the course of his April 28, 1954, speech in New York City. Address- 
ing the Brand Names Foundation, he said: 

Do not infer from this that the sum spent on atomic energy is lost as is the 
case with most other expenditures. It is true the taxpayer has put up $11 
billion thus far, but the American people now own a vast industrial complex 
which at today’s replacement value, is probably worth in excess of its cost. 

The major product which has been produced, that is to say, the fissionable 
material in atomic weapons, can be just as well used for power, if it is ever 


safe to do so—safe, that is, in the international political sense. It is not perish- 
able. Viewed in this light, therefore, we have used our $11 billion to build 
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a capital plant and to stockpile uranium—235, plutonium, and other special 
materials as enormous reserves Which may ultimately return their cost to us— 
perhaps far more than that—in the production of economical electrical energy. 

In this connection the interpretation placed upon the reference to 
private enterprise in section 1 of the Atomic Energy Act, as well as 
the rephrasing contained in H. R. 8862, becomes important. 

I am informed that it is the present intention to retain the original 
language which declares it to be the policy of the people of the U nited 
States that, subject at all times to the paramount objective of assur- 
ing the common defense and security, the development and use of 
atomic energy shall be directed, among other things, toward strength- 
ening free competition in private enterprise. 

I think this is wise. But if it is interpreted as equivalent to the 
language contained in H. R. 8862, which would direct the develop- 
ment, use, and control of atomic energy so as to foster our system of 
private enterprise, and is applied to the electric power industry itself, 
a serious question must be raised. For it might indicate a design to 
foster private ownership in that basic public service at the expense 
of communities choosing public or cooperative ownership or asking 
Federal assistance in securing low-cost wholesale power supply. 

This would be contrary to the American tradition. 

Furthermore, it would be a disservice to the effective fostering of 
private enterprise in the broad fields of industry and commerce to 
which it it is best adapted. Probably there is no more effective power 
policy for fostering private enterprise than that which I have shown 
to be the law of the land; namely, a combination of pubic, and private 
and cooperative ownership in the power field, with the way always 
open for communities to chose public or cooperative ownership in 
this enterprise as a check on private monopoly. 

Moreover, such interpretation might well lead to a serious conflict 
with other stated objectives, such as improvement of the general 
welfare and increase in the standard of living. For, to cite a single 
example, the viral electric cooperative program has probably con- 
tributed as much to the general welfare and standard of living of the 
Nation’s farm population as any single factor in recent times. 

And to contend that under the proposed amendments to the Atomic 
Energy Act public or cooperative agencies would have an equal op- 
portunity with private companies to develop atomic-electric power 
under license from the Atomic Energy Commission would be mislead- 
ing. For, as I have already suggested, the size of the required un- 
dertaking would place it beyond the means of all except the largest 
nonpr ofit systems. 

Equality of opportunity to take advantage of the new energy re- 
source for the generation of low cost electric power, as between public, 
cooperative, and privately owned electric systems, will require Fed- 
eral construction of the atomic power pl: ints necessary to supply the 
nonprofit systems or some alternative which will assure them equally 
low-cost power. 

The people through the Federal Government have something like 
$2.5 billion invested in rural electric loans, which are being steadily 
repaid. But the soundness of these loans in many areas depends in 
considerable measure on the ability of the cooperatives to secure 
power supply to meet their expanding requirements. 
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As a matter of good business, atomic power policy should be inte- 
grated into existing Federal power policy, in order that this new 
source of energy may play its part in keeping our cooperatives sol- 
vent and successful. 


LEGISLATION SHOULD PROCLAIM ITS PURPOSI 


Finally, I believe it is sound legislative practice to make sure that 
proposed legislation clearly proclaims in its title, as well as in its 
terms, the principal intent of the measure. Where the major intent 
involves any change as important as that contained in H. R. 8862, 
strict observance of this principle is of overriding importance. 

Only by observing this principle can the country be sure that action 
by Congress will be against the background of an enlightened public 
opinion. 

This, in the legislative history of the Federal Power Act, there could 
have been no public misunderstanding about the fact that the Con- 
gress was engaged in establishing a major policy governing use of the 
country’s wealth of waterpower resources. 

Now, a reading of the country’s leading journals leaves no doubt as 
to the fact that the major objective of this bill to amend the Atomic 
‘nergy Act, H. R. 8862, at least so far as it concerns domestic affairs, 
is in the field of power policy, rather than atomic policy. But this is 
by no means clear in the language of the bill. Even the statement of 
purpose, in section 3, completely avoids the use of the word “power” 
or the words “electric energy.” 


The nearest approach to divulging the major change in Government 
policy which would follow enactment of H. R. 8862 is found in section 
3 (d) where one of the purposes is described as providing— 


a program to encourage the widespread participation of private enterprise and 
others in the development and utilization of atomic energy for peaceful purposes 
to the maximum extent consistent with the common defense and security and the 
national health and safety. 

Section 104 also implies this purpose. 

Perhaps the clearest statement of the major intent of the proposed 
amendment to the Atomic Energy Act, H. R. 8862, is found in a front 
page Wall Street Journal brief in the May 11 issue, referring to the 
testimony of spokesmen for Dow Chemical Co. and Detroit Edison Co, 
on May 10 before this committee. According to the Journal— 
they testified on a bill designed to permit private operation of electric power- 
plants using nuclear energy as fuel. 

As a step toward sound legislative procedure, I would respectfully 
suggest that the proposed legislation be divided into several bills, 
including amendments to the act and correlative legislation. This 
would make possible giving each a title and statement of purpose 
which will inform the public fully as to its major intent. 

It would further provide an opportunity for thorough investigation 
of the social, economic, and international implications of the use of 
atomic energy as a source of electric power, together with a full report 
on the kind of legislation required to bring such use within the scope of 
national power policy, with all the safeguards for the public interest 
in abundance of low-cost electricity which this would imply. 

There can be no loss to the people from the resulting delay half as 
serious as that which would result from legislation which would con- 
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tribute to the fastening of an all-powerful electric-power monopoly on 
the Nation’s economy. 

In fact, we lave President Eisenhower’s word for it that, under the 
Atomic Energy Act, as it stands today, technical progress in the field 
has been breathtaking. In his special message to Gunaieein last Febru- 
ary, the President said: 

Since 1946, however, there has been great progress in nuclear science and 
technology. Generations of normal scientific development have been compressed 
into less than a decade. Each successive year has seen technological advances in 
atomic energy exceeding even progressive estimates. The anticipations of 1946, 
when Government policy was established and the Atomic Energy Act was written, 
have been far outdistanced. 

The country will be well served if such progress continues while 
sound legislation, bringing use of the people’s atomic-energy resource 
for electric power production under the Nation’s historic power policy, 
is being written and considered by the entire country. 

Finally, I would not have my suggestion, that there is an important 
place for Federal development of atomic electric power, be interpreted 
as requiring the Atomic Energy Commission to go into the power 
business. 

As I have tried to suggest in my analysis of the congressional 
building blocks which have reared the structure of Federal power 
policy, Congress has authorized other Federal agencies to develop 
und market, as well as to regulate, the non-Federal development of 
electric power from resources within its jurisdiction. 

It is perfectly feasible to extend this structure to house atomic- 
electric power, with provisions in both the Atomic Energy Act and 
the power legislation assuring that, where there is coordinate 1 respon- 
sibility, there will be cooperation between the responsible agencies 
in both fields. This would provide double assurance that the vast 
public interest in further development of the resource itself and in 
its use for the production of electric power will be fully served. 

Chairman Core. Thank you, Mr. Olds. 

Are there any questions from the committee? 

Representative Hoxirrmerp. Mr. Chairman, I shall be very brief 
because the hour is late, and the day has been long and heavy with 
witnesses. 

I would like you to tell the committee, Mr. Olds, what your back- 
ground of experience in this field is so that the record will show it. 

I personally am unaware of your complete background, myself. 

Mr. Oxps. My first experience in this field was in assisting in con- 
nection with the Commission on Revision of the Public Service Laws 
in the State of New York in 1929 and 1930, and assisting a group of 
members of that commission in the preparation of their reports. 

It was a study based on the contention both by the electrical world 
and, subsequently, by Gov. Clyde Reed, of Kansas, later Senator Reed, 
that regulation had to all intents and purposes broken down. 

Following that I became executive secretary of the New York State 
Power Authority, serving in that position from 1931 to 1939. 

In July 1939 T came to Washington as a member of the Federal 
Power Commission. I served as its Chairman from January 1, 1940, 
to June 22, 1944, and again as Acting Chairman‘and Chairman from 
September 1945 and through January 1947. 





AMEND ATOMIC ENERGY ACT OF 1946 537 


I served on the Commission until June 22, 1949. 

I was appointed a member of the President’s Water Resources 
Policy Commission, which prepared a comprehensive report on water 
resources policy in 1950, entitled “A Water Policy for the American 
People.” Following that I represented the Department of the Inte- 
rior on the New England-New York Inter-Agency Committee, which 
was set up by Presidential directive to study all the natural resources 
of the six New England States and New York State, with particular 
emphasis on the waterpower potentialities and their relationship to 
the development of other resources. 

That employment lasted until June 15, 1953, at which time I be- 
came a consultant on power and resources in the Public Affairs Insti- 
tute here in Washington. 

Representative Horirrevp. Thank you for that background. 

Now, as I gather from your complete testimony here, you believe 
that we are entering a tremendous and well-established field of power 
production, where there already exists a large body of law regulating 
the distribution, production, sale, and so forth, of power? 

Mr. Otps. That is correct. 

Representative Horirtme ip. Do you believe that it will be necessary 
for us to write a substantial section on integrating this atomic energy 
produced power with other power produced from other sources in the 
Nation, from a legislative standpoint ? 

Mr. Otps. I do feel that is necessary. In fact, I feel that a report 
on the social, economic, and perhaps political implications referred 
to in section 7 (b) of the existing Atomic Energy Act could deal to 
a material extent with the integration of atomic-electric power into 
the total power policy of the country. 

Representative Horirreip. Do you believe that can be done by ref 
erence, or does it have to be done by actual legislative phraseology ? 

Mr. Oxps.'{ think it could be done to a considerable extent by ref- 
erence. I think probably after the study is made it would be neces 
sary to make the recommendation that steps to open up the use of 
atomic energy to the broad field of power use should be delayed, 
pending the additional legislation that might be required to fully 
integrate the use of atomic power with other power under the power 
policy of the country 

Representative Hortrrecp. In other words, you are saying that a 
great deal of existing legislation refers specifically to either hydro- 
electric power or power produced from fossil fuels and, therefore, the 
very fact that this is a new source would mean there would be some 
doubt in the consideration of the court as to whether atomic energy 
comes under the scope of existing law? 

Mr. Oxps. I think it would be nec essary either to write definitely 
into the Atomic Energy Act in its revision the conditions which ] 
have indicated apply where the Federal Power Commission issues 
licenses for the non-Federal use of hydroelectric sources; either write 
that into the Atomic Energy Act, or to have an amendment to the 
Federal Power Act which would bring atomic as well as hydroenergy 
into the field of the Commission’s licensing function. 

Representative Horirretp. Is this a subject that would require ex 
perts in power legislation to do a creditable job of draftmg and 
application ? 
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Mr. Owns. I think it would very definitely. I think it would re- 
quire not only experts in power legislation, but also the assistance 
of people that understand the nature of the power industry. 

I think it is a sort of combined job that would have to be done. 

Representative Horirretp. If we fail to do that, is it your opinion 
that there will be a gray area, we might call it, of production of 
power to which existing law will not apply ? 

Mr. Oxps. That is correct. I think there are serious implications 
of taking a step like opening up a great Federal resource to non-Fed- 
eral use without safeguarding legislation, and that it might lead to a 
situation where a whole field of the public interest would not be 
protected. 

Representative Hotirrerp. We have had some testimony in regard 
to private utilities companies building these reactors. I ask you this 
question : 

If they do build reactors, is it not true that the cost of those re- 
actors, whether they are efficient or inefficient, will be absorbed in 
their rate structure by virtue of the monopoly franchises under which 
they operate, which guarantees to them a return on their capital in- 
vestment, a minimum return ? 

Mr. Oups. That is correct. All these things will go either into their 
rate base or their expense accounts and would be rec ognized by regu- 
lator ye ommissions as part of the cost. 

Representative Hoxirmeip. So whether the private utility builds 
these reactors, or whether the Government builds these reactors, in 
the last analysis the people will pay for it either through taxes or 
through rate payments; is that not true? 

Mr. Oups. That is correct. All the costs of the power industry are 
carried by the consumer. They pay the depreciation, which means 
they are taking care of the restoration of capital which, hes been in- 
vested by the investor. 

Representative Horirretp. Therefore, the release of the Govern- 
ment’s obligation to develop the atomic reactors, by resorting to the 
use of private utility funds would be merely conc entrating within 
that specific utility company’s grid area a cost which otherwise would 
be spread over the complete economy of the United States? 

Mr. Otps. That is correct. 

There is another interesting thing in the situation, that where an 
investment in the power business is made by a private agency, the 
private agency under the general law of the land is entitled to a return 
of 514 or 6 percent, so that the consumers will be paying 51% or 6 
percent, whereas if it is done by the Federal Government, you have 
lower fixed charges. 

Now, it is a characteristic of atomic power production that once 
you have the problems of the breeder reactor or something of that 
nature licked the fuel cost of the —-* of atomic-electric power- 
plants should be relatively negligible 

So that, like hydropower, your charges are going to be the big 
sum that the consumers are going to have to pay. 

So particularly in this experimental period where the consumers 
have to bear the cost, anyway, you have lower cost for the consumer 
to carry if the development is done by the Federal Government or 
public agencies than if it is done by private agencies. 
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Representative Ho.irievp. Thank you very much for the infor- 
mation you have brought to the committee. Because of the lateness 
of the hour, I will desist from further questions. 

Chairma Cote. Are there any questions, Mr. Price? 

Representative Price. No, Mr. Chairman, I think Mr, Olds has 
made a fine contribution to the hearing, particularly on the subject of 
power which 1s an essential part of the program that we have unde 
study. 

Chairman Coir. Thank r* very much, Mr. Olds. 

Mr. Oups. Thank you, Mr. Chairman. 

Chairman Core. The Chair feels it appropriate to put in the record 
figures reflecting the expenditures made by the Government in the 
atomic energy program which have been variously estimated in the 
testimony by witnesses from $10 billion up to as high as $14 billion. 

From 1941 through April 1954, there has been a total expenditure 
of approximately $10 billion. That is broken down into plant and 
‘quipment expenditures constituting $5,900 million; operations ex- 
ao constituting $3,500 million, ol research and development 
expenditures constituting $600 million of the total of $10 billion. 

There has been spent through April 1954 a total of $10 billion. 

The chairman and the committee have received a number of com- 
munications and statements from persons reflecting sentiments con- 
cerning the pending bill. 

I will ask to have them inserted in the record at the end of today’s 
hearing. 

Representative Hotirmeip. Mr. Chairman, I have no objection to 
that, of course. I assume that others who have planned to appear 
before us and who have been unable to, may do likewise ? 

Chairman Coir. I think that has already been arranged for. 

This concludes the open hearings from public witnesses on the 
pending bill 8862. 

It is expected that a revision, at least the chairman’s revision, of 
that bill will be available in the next 2 days, which will be submitted 
to the departments, and it is hoped that the committee will be able 
to hear the representatives of the departments beginning Tuesday or 
Wednesday of next week. 

Representative Hoxtrienp. That is in public session, Mr. Chair- 
man? 

Chairman Corr. Yes. 

Representative Hortrrerp. The Atomic Energy Commission and 
the different Government agencies that have appeared before us in 
private session will be inv ited to appear before us in public session ? 

Chairman Corr. The Atomic Energy Commission, the Defense De- 
partment, the Justice Department, the State Department, and the 
Interior Department. 

(The communications and statements referred to follow: 


THE AMERICAN LEGION, 
WASHINGTON HEADQUARTERS, 
Washington, D. C., May 13, 1954, 
Hon. W. STERLING COLE, 
Chairman, Joint Committee on Atomic Energy, 
The Capitol, Washington 25, D. C. 

DEAR CONGRESSMAN CoLe: Referring to S. 3323 and H. R. 8862, bills to amend 
the Atomic Energy Act of 1946, as amended, I enclose copy of Resolution 6, 
adopted at the May 2-4, 1954, meeting of the National Executive Committee of 
the American Legion, our governing body. 


48184—54——-35 
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If consistent, I would appreciate having my letter and the attached resolution 
incorporated in the record of your hearings on this subject. 
Thanking you for your courtesy, I am 
Sincerely yours, 
Mires D. Kennepy, Director. 
Copy to Mr. Corbin C. Allardice, Executive Director, Joint Committee on Atomic 
Energy. 


NATIONAL EXECUTIVE COMMITTEE OF THE AMERICAN LEGION MEETING HELD 
May 2-4, 1954 


Resolution No. 6. 
Oommittee: National Security. 
Subject: Utilization of nuclear energy by private industry. 

Whereas a new industry utilizing nuclear energy as a source of power is 
emerging but is retained by the Government as an all-embracing monoply; and 

Whereas it has always been the concept of the United States that the greatest 
military strength and the greatest comfort, health, and general prosperity result 
from full stimulation of individual imagination, initiative, and effort and the 
encouragement of free competition and enterprise; and 

Whereas industry and Government working together will progress the field 
of Atomic Energy so necessary as an instrument of foreign policy, a means of 
conserving raw materials, and a new source of power, and 

Whereas further new, daring, and highly experimental research conducted by 
private capital will enhance the military might and productive power of our 
Nation; and 

Whereas private industry would assume the costs of its own research and the 
development resulting in a great saving to the American taxpayer; and 

Whereas under the present law because of the monopolistic features of the 
Atomic Energy Act of 1946 industry cannot participate in the advance of atomic 
science: Therefore be it 

Resolved by the National Hrecutive Committee in meeting assembled in In- 
dianapolis, Ind., May 2-4, 1954, That the Atomic Energy Act of 1946 be amended, 
without abrogating the national security requirements, to allow private indus- 


try, subject to appropriate governmental licensing, the right to acquire, own, 
develop, and operate Atomic Energy facilities and equipment, and also to acquire, 
own, produce, and dispose of nuclear fuels and fission products. 


THe AMERICAN Society oF NEWSPAPER EDITORS, 
FREEDOM OF INFORMATION COMMITTEE, 
Washington, D. C., May 28, 1954. 
Representative W. STERLING COLE, 
Chairman, Committee on Atomic Energy, 
House Office Building, Washington 25, D. C. 


Dear CONGRESSMAN Core: Numerous newspaper organizations already have 
communicated to you, I am sure, their misgivings about section 223 (e) in the 
proposed -amendments to the Atomic Energy Act. The American Society of 
Newspaper Editors’ Freedom of Information Committee shares these misgivings. 

For many years we have had a subcommittee headed by Paul Block of the 
Toledo Blade, which has made a careful study of problems of information in 
the atomic energy field. It has been given much disquiet by this proposal. We 
are sure that your committee, which has so frequently exhibited an interest in 
a better informed public opinion, is as concerned as we are about the fullest 
information consistent with our country’s security. So we think we appeal to a 
friendly authority when we urge you to reexamine, with the greatest care, the 
provisions of this section. 

We are disturbed because this section contains no provision predicating pun- 
ishment on intent to injure the United States or to advantage a foreign power. 
‘We are apprehensive about the construction that may be placed upon the phrase 
“having reason to believe,” inasmuch as specific knowledge of what is and what is 
not classified in this field often is not available. We are fearful that the inad- 
vertant publication of material received by a reporter in good faith might expose 
him and the publication he serves—even all the members of a_ press association 
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for which he writes—to the penalties of this statute. I am sure that it is not 
the intent of the committee so to imperil the press. But I am nonetheless fearful 
that this might be the consequences of this section. 

Such a punitive statute is open to objections on the broadest grounds of 
public policy. It could be instrumental in so intimidating media of information 
as to deprive the American people of their right to know about governmental 
operations upon which their very survival may depend. 

Sincerely yours, 
J. R. Wieetns, Chairman. 


THE ASSOCIATED BUSINESS PUBLICATIONS, 
New York 17, N. Y., May 7, 1954. 
Hon. W. STERLING COLE, 
Chairman, Joint Committee on Atomic Pnergy, 
House of Representatives, Washington, D. C. 

Dear Mr. Core: I am writing you in reference to a joint bill H. R. 8862 and 
S. 3323 which is a proposed act to amend the Atomic Energy Act of 1946. I would 
appreciate it if you will make this letter a part of the record of the hearings 
on this proposed act. 

This association comprises 152 technical, industrial, scientific, professional, 
and trade magazines. A large number of these publications regularly dissemin- 
ate information relating to atomic energy and they are, therefore, very much 
interested in the proposed act. 

We heartily endorse the proposed act as a very desirable step in the field of 
development of atomic energy for the general good, to increase the standards of 
living and foster our free enterprise system. 

Section 141 (b) of the act states with reference to the dissemination of infor- 
mation as follows: 

“(b) That the dissemination of scientific and technical information relating 
to atomic energy should be permitted and encouraged so as to provide that 
free interchange of ideas and criticism which is essential to scientific progress.” 

This provision was in the 1946 act and we are glad to see that it is left un- 
changed in the new act. However, we believe there is a provision in the new 
act which would make it extremely difficult to accomplish the objectives set 
forth in section 141 (b). This new provision is section 223 (e) of the act which 
provides as follows: 

“(e) Whoever, having received restricted data from an employee of the Com- 
mission, or of any agency of Government, from a contractor of the Commission 
or of a Government agency, or from an employee of a contractor of the Commis- 
sion or of a Government agency, or from a licensee of the Commission or from 
an employee of a licensee of the Commission, and having reason to believe that 
such information is restricted data communicates it in any way to any person 
not authorized to receive such data pursuant to the provisions of this act and 
to rules and regulations made thereunder, shall, upon conviction thereof be pun- 
ishable by a fine of not more than $2,500.” 

It seems to us that this new section will impose a very burdensome obligation 
on all types of information media—newspapers, general magazines, business and 
technical magazines, etc. It would require under penalty of fine that their em- 
ployees ascertain in each instance in advance of publication whether or not 
information which has come to them is restricted. Any failure to do so would 
put them in jeopardy. 

We believe this new section will restrict rather than promote the dissemination 
of information on atomic energy and thus defeat one of the important purposes 
of the act. 

It seems to us that such a provision is wholly unnecessary. The act contains 
other provisions which provide adequate safeguards against the willful disclosure 
of restricted information which will certainly be a sufficient deterrent insofar as 
disclosures which may be injurious to the security of the Nation is concerned. 

It is our feeling that the standards set in the proposed section are extremely 
vague and, therefore, difficult of application. In any given case it will not be 
easy to ascertain that the party responsible had reason to believe that the infor- 
mation disclosed was restricted. Nevertheless, the threat of punishment is such 
as to act as a strong deterrent to the disclosure of legitimate or unrestricted in- 
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formation in the field. The tendency will be to play safe rather than to take the 
chance of violating the law 
We, therefore, suggest that this section be eliminated from the proposed act. 
Very truly yours, 
Ww. K. BEArp, Jr., 
President. 


UNIVERSITY oF UTAH, 
Salt Lake City, May 12, 1954. 
Mr. W. STERLING COLE, 
Chairman, Joint Committee on Atomic Energy, 
Capitol Building, Washington, D. C. 


Dear Mr. Core: I would have preferred to make the attached comments in 
person at one of the open hearings on H. R. 8862. Unfortunately Washington is 
a long distance from Salt Lake City. I believe you will find that my viewpoint 
is somewhat different from that normally expressed either by AEC personnel 
or by the industrialists who have interested themselves in the atomic energy 
problem. 

Very truly yours, 
Lyte B. Borst, 
Professor of Physics. 


STATEMENT oF L. B. Borst WitrH REFERENCE TO H. R. 8862, CONCERNING THE 
AMENDMENT OF THE ATOMIC ENERGy Act oF 1946, SAtT LAKE City, UTAH, 
May 10, 1954 


I wish to present two viewpoints with reference to H. R. 8862 (1) the position 
of universities interested in constructing research reactors, (II) the position of 
industries interested in small-scale specialized reactors for commercial use. 

I. As chairman of the Unclassified Reactor Subcommittee to the Committee on 
Nuclear Science, Division of Physical Sciences of the National Research Council, 
I have become familiar with the problems a university faces in negotiating a 
research reactor for use on a college campus. The present remarks are not 
intended to represent the opinions of my committee nor the National Research 
Council, but are rather based upon intimate contact with the problem. 

H. R. 8862 provides, generally, sufficient scope to promote the construction of 
privately owned reactors on university campuses hased upon the use of AEC 
allocated special material. The retention of the directives of section 54, lines 16, 
17, and 18, is particularly salutory since it orients policy in favor of university 
conducted research. Problems of patent ownership are not likely to be significant 
in this field, and the question of the ownership of the material will not seriously 
jeopardize widespread development. 

One item found both in the McMahon Act and H. R. 8862 seriously affecting 
these projects is section 54, lines 18, 14,15. “Such material shall be distributed 
on such terms that no applicant will be enabled to construct an atomic weapon 
or other military weapon.” The intent of this passage is clearly understandable 
and not controversial. In 1946 it gave ample latitude to construct research 
reactors. With the continued ingenuity of the scientists working on weapons’ 
development, this restriction becomes increasingly acute. It is quite possible 
that the quantity of special material defined as a weapon quantity may eventually 
become so small as to preclude construction of any reactor for research use. 
Empirically one can only say at the present time that 999 grams of U235 allocated 
to North Carolina State University does not constitute a weapon quantity. 
Other reactor types for university use involving appreciably more material are 
presently favored by many persons. There is no provision within the law, 
existing or proposed, to cover such cases. In the event that a weapon quantity 
is further reduced, the Atomic Energy Commission, to fulfill its statutory require- 
ments, may have to prohibit operation of the North Carolina Reactor or negotiate 
a new arrangement. 

In the foreseeable future, university reactors will presumably be designed for 
levels of operation greatly exceeding the North Carolina unit. ‘These reactors 
will necessarily require additional special material. 

The intent of the original passage seems therefore to be contravened by subse- 
quent events. The intent as I see it was to encumber university research units 
with the minimum of information and physical security while preventing danger- 
ous quantities of material from being allocated which might be diverted to 
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weapons’ use. In order to provide a sound statutory basis for a research unit, 
the act should either more realistically define the quantity of material which 
might be allocated for a reactor, or alternatively define the arrangements re- 
quired for the allocation of more than a weapon quantity of special material. 

II. The intent of H. R. 8862, as I understand it, is to encourage the participa- 
tion of privately owned industrial institutions in peacetime uses of atomic energy 
in order to broaden the base of industrial participation and thereby to improve 
the common defense and security. In this regard there have been statements by 
many industrialists concerning private ownership of patents, plants, and special 
materials. These statements have usually been based upon only one large-scale 
industrial use: Central Station Utility Power. 

Having given careful and extensive thought to the problem of peacetime ap- 
plications of atomic power, I have recently come to the conclusion that eco- 
nomically justified units will be first found not in large-scale utility plants, but 
rather in small-scale specialty units. Places or conditions where a conventional 
power plant is impractical but where, because of its unique features, an atomic 
power plant will give performance or economy which makes it economically sound. 
While there are probably many specific applications falling in this category, I 
know of one only at the present time which justifies investment of private capital. 

An atomic railroad locomotive, because of a combination of fortuitous circum- 
stances, dimensions, weight, performance, infrequently of fueling, makes an un- 
usually attractive application of atomic energy to industry. While in principle I 
believe this development could be carried out within the framework of the Atomic 
Energy Act of 1946 it is probable that modifications would significantly accelerate 
the development. While private versus public ownership of central station power 
plants may be an issue, it is doubtful whether the Federal Government would 
wish to manufacture locomotives or maintain them as Federal property. Own- 
ership of utilization facilities would presumably fall to the railroads. On an 
initial demonstration basis, weapon stockpiles would not be seriously reduced. 
Production of other special materials is excluded by the restrictions of the ap- 
plication and would be insignificant in terms of military production. 

At the present time, railroad men show understandable hesitation in giving 
serious thought to basing the operation of a railroad on a fuel for which there 
is no published price, no assurance of availability, and to which they would 
have no title. If the objective of national legislation is to encourage industrial 
development of atomic energy, it is my opinion that these problems of availability 
and price must be resolved before expecting significant industrial investment. 

Section 1083 appears to resolve the question of licensing. There seems, however, 
to be no well-defined statement concerning ownership of utilization facilities. 

Section 54 would seem to restrict utilization facilities to less than bomb 
quantities of special materials. If this is a correct interpretation, it is clear 
that there can be no industrial development of atomic power except in the 
direction of Government-owned large-scale central station reactors. 

The type of specialized unit under discussion can only be considered if special 
materials are used as fuels. Quantities involved would be 5 to 20 pounds per 
unit. 

A most salutary influence on this field would be produced by establishing a 
guaranteed price for the use of special materials. A precedent is set in section 
65, Acquisition of Source Materials, lines 21, 22, 23. “The Commission may 
establish guaranteed prices for all source materials delivered to it within a 
specified time.” Such a statement concerning special materials for utilization 
facilities would provide the statutory framework permitting rapid industrial 
development. In the event a price is publicly announced by the Commission, 
industrial evaluation of specialized uses would be greatly stimulated. 


Re: CoMMITTEE PRINT (May 21, 1954), H. R. 8862 AND 8. 3325 





Perry, Mo., May 28, 1954. 
Hon. W. STERLING COLE, 
Chairman, Joint Committee on Atomic Energy, 
House Office Building, Washington, D.C. 


Dear Mr. Cote: In my statement to the committee and now a part of the 
printed hearings, I was at the time most concerned about the patent provisions 
of the proposed act. In the committee print issued a few days ago and re- 
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ceived by me today, I find that the patent provisions are a distinct departure from 
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those advocated by those individuals, such as myself, who had some part in 
formulating the Atomic Energy Act of 1946. 

Chapter 13, Patents and Inventions, section 151 appearing on page 57 of the 
committee print of May 21, 1954, contains provisions in paragraph (c) requiring 
anyone to file with the Commission his own conceived ideas on discoveries and 
inventions within 90 days after the completion of his discovery or invention. 
This compulsion which the Congress is attempting will not produce the disclosure 
irrespective of the severe penalties for violating the act. As an attorney I 
would be charged with the responsibility of advising my clients that they must 
disclose their ideas, that the law requires it, a departure from our American way 
of life. 

Having in mind the rigid provisions of the act as to patents and inventions in 
chapter 13, certainly some comfort might result if the chapter on Organization 
and Constitution of the Commission was amended. I suggest that the Commis- 
sion be constituted on bipartisan lines the same as many of the courts and Govy- 
ernment agencies such as the Federal Communications Commission. An 
appropriate amendment would be: 

Page 10, line 12, after “five members” and before the comma, insert “no 
more than three of which shall be members of the same political party”. 

Respectfully, 
CuestTerR L. Davis, 
Attorney at Law. 


Ce. to Hon. Clarence Cannon, Hon. Stuart Symington, Hon. Thomas C. Hen- 
nings. 


DyNAMIcs DESIGN Co., 
Schenectady 5, N. Y., May 12, 1954. 
MEMBERS, RESEARCH AND DEVELOPMENT SUBCOMMITTEE, 
Joint Committee on Atomic Energy, 
Washington, D.C. 


GENTLEMEN: (1) In regard to the public hearings on the overhaul of the 
1946 Atomic Energy Act, place the writer on record as generally favoring all 
changes except the clause on financial qualifications. I present the following 
substantiations of my objections: 

(a) The Dynamics Design Co. is owned by this writer and was organized to 
advance international atomic power plants, or to build a profitable business on 
its applications. The Dynamics Design Co. has very limited financial qualifi- 
cations, but has the technical ability and manufacturing know-how. 

(b) The Dynamics Design Co. wants an opportunity to design the boiling 
water reactor or a package powerplant for the Army, and is working toward 
this aim. The AEC with its billions has failed in its power plant program to 
discover a direct means of converting the energy of fission directly into electrical 
power, and this will be realized by some small company, eventually. The re- 
actors built up to date by the AEC are nothing spectacular, but the application 
of conventional engineering practices. 

(c) So, money does not mean everything in a democratic government. In a 
government where there is a working of big business and government for selfish 
aims, as in fascism, or in a dictatorship like communism where a group of 
exploiters get control over the people, money is used as a means of control. 
Now, in America we have a constitutional government that gives the freedom 
of expression an opportunity to all who have the ambition and talent to succeed, 
and this is the way the AEC should operate. Don’t give the whole pie to the big 
operators like General Electric Co., Westinghouse, etc., but cut a small piece for 
the small guy. Otherwise, the AEC breaks faith with the American constitution. 

I hope the clause will be changed accordingly, otherwise the small operator 
will be forced to look to some other country for consideration. 

Respectfully submitted. 
Wooprow L. WRoBLE. 
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ENGINEERS JOINT COUNCIL, 
New York 18, N. Y., May 12, 1954. 


Hon. W. STertine Coie, 
Chairman, Joint Committee on Atomic Bnergy, 
Congress of the United States, Washington, D. C. 


Dear Sir: Last July, Engineers Joint Council testified before the Joint Com- 
mittee on Atomic Energy regarding changes in the Atomic Energy Act which it 
recommended to permit the engineering profession to participate more fully in 
the development of Atomic Energy for peacetime purposes. In its testimony, 
it urged changes in the act so that the background of. engineering experience 
in this country would be able to make its maximum contribution for peaceful 
purposes. 

Since last July there has been much progress made in the application of 
engineering science to nuclear energy. This and other events, such as the 
President’s speech before the General Assembly of the United Nations, empha- 
sizes the importance of revisions in the law to enable us to participate more 
fully in the development of Atomic Energy. In addition, the results of such 
fuller participation by both the engineering profession and private industry 
should mean much toward improving the situation in those countries overseas 
closely allied to us. The progress made has been greater than could have been 
expected a year ago and yet, in the years ahead, this progress can be accelerated 
by engineering and industry. 

Engineers Joint Council, therefore, again reaffirms its position of last year 
and emphasizes that results of events during the past year provide still greater 
justification for council’s stand on the Atomic Energy Act. For convenience, a 
copy of the statement by Engineers Joint Council, dated July 27, 1953, is attached. 

Yours very truly, 
THORNDIKE SAVILLE, President. * 


STATEMENT OF METHODS OF ENCOURAGING INDUSTRIAL DEVELOPMENT OF ATOMIC 
ENERGY BY ENGINEERS JOINT COUNCIL BEFORE THE JOINT COMMITTEE ON ATOMIC 
ENERGY OF THE UNITED STATES CONGRESS, PRESENTED By R. J. S. Prcotr, Prest- 
DENT OF THE COUNCIL, JULY 27, 1953 


The Honorable W. Sterling Cole, chairman of your committee, in response to 
our letter of May 26 expressing interest in the establishment of policy to en- 
courage the development of peacetime applications of atomie energy, has requested 
that our principal recommendations be submitted in a prepared statement. 

Since many of the achievements which will be necessary to bring atomic power 
to fruition are engineering in nature, engineers have a great interest in the 
development of policy which will permit them to be most effective. Engineers 
Joint Council is an overall organization formed by leading national engineering 
societies representing the basic branches of the profession. Two of the council’s 
objectives are appropriate to the problems you are now considering: 

To advance the general welfare of mankind through the available resources 
and creative ability of the enginvering profession. 

To develop sound public policies respecting national and international 
affairs wherein the engineering profession can be helpful through the services 
of the members of the engineering profession. 

In 1950 there were about 519,000 members of the engineering profession accord- 
ing to the Bureau of the Census. Scme 414,000 of these worked in private in- 
dustry and 93,000 in Government. 

Engineers Joint Council’s principal recommendations have been developed by 
an atomic energy panel. This panel contains representatives selected by its 
member societies: American Society of Civil Engineers, American Institute of 
Mining and Metallurgical Engineers, the American Society of Mechanical Engi- 
reers, American Water Works Association, American Institute of Electrical 
Engineers, the Society of Naval Architects and Marine Engineers, American 
Society for Engineering Education, American Institute of Chemical Bngineers. 
These representatives have used ava'lable channels within their respective socie- 
ties to aid in consolidating the opinions of engineers and engineering groups 
informed in atomic energy matters. This statement has been approved by the 
executive committee of the council. 
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Where and how engineers get their work done is important. Almost all of us 
work in organizations and roughly 80 percent in private industry. The organi- 
zations referred to in what follows are industrial companies, universities and 
nonprofit research groups. Activities referred to do not include contract opera- 
tions for the Commission. If law permits and these organizations see attractive 
opportunities, they will provide conditions engineers find most essential to rapid 
und realistic progress. Facilities to test and prove—reduction of ideas to actual 
machinery—freedom to initiate and try—-wide association and exchange of ideas 
and information with others—these are some of the conditions engineers treasure 
most highly. Engineers’ greatest incentives are to be able to contribute to 
progress most effectively, and for that to get warranted recognition and pay. 

Some provisions of the present law prevent or discourage organizations from 
providing such conditions for engineering progress. We believe the following 
principal recommendations will provide a framework within which engineers can 
become effective toward such objectives : 

1. The law should provide for issuance of appropriate licenses under conditions 
defined later to organizations to develop, manufacture, own, and use facilities 
for producing or using heat and radiant energy from atomie fuels, together with 
production and sale of radioactive products such as atomic fuel produced therein. 

2. A workable system of making source, fissionable and feed materials avail 
able at a price to all licensed organizations is needed. It is doubtful that actual 
requests will become large soon enough to affect the nation’s defense require- 
rents. 

3. One of the tradiitonal American incentives, patents, should be revitalized. 
This is one kind of incentive motivating individual engineers and engineering 
groups. 

Such recommendations are basic to provide engineers with places in which 
to develop, for business to have the incentive to manufacture what they develop, 
fow feed materials to be available to operate and prove equipment, so that results 
can be determined and then improved upon. Engineers are practical people. 
Their nature is to look ahead to results. You will seldom find engineers happy 
to develop formulas or drawings for which there appears no effective channel 
leading to end use. 

The definition of “appropriate license” in recommendation No. 1 above is im- 
portant. The administrative agency should be required to issue licenses to all 
who apply unless there are valid reasons preventing issuance. All licenses should 
be issued subject to regulations protecting the security of classified information 
and preventing the diversion or use of tissionable materials for unlawful purposes, 
It is possible that Federal regulations, establishing some safety codes and stand- 
ards, may be required for the time being. However, as the atomic industry 
grows, safety codes and standards would normally be established through such 
channels as engineering societies, the American Standards Association, and 
others and enforced by the States. The ASME boiler code is an example. Stand- 
ards for safe radiation conditions. are already being established by the National 
Committee for Radiation Protection. Practical procedures implementing stand- 
ards are best established by operating organizations. Final responsibility for 
industrial-owned plant safety normally is the operator's and should not be 
assumed by the government. 

Licenses should be revocable only if organizations fail to comply With the law. 
The administrative agency should require such organizations to supply all in- 
formation necessary to demonstrate compliance and may need to conduct inspec- 
tions. Information beyond this should not be required. Maximum engineering 
advance will be obtained by establishing in the atomic energy field the normal 
freedom for an engineer to publish information or not as best suits his interest 
and that of his organization. Both interests are generally the same. 

Freedom of choice to release information or not raises questions of security. 
But, laying security aside for the moment, we wish to discuss with you the 
vital effect of such freedom on incentives and on the availability of engineering 
data. 

The right to hold and use certain knowledge for a time is a vital incentive in 
competitive engineering achievement. Industrial applications of atomic energy 
will benefit the public sooner and better if the pattern of centralizing technical 
information in the present military phase is not carried over into the industrial 
phase. At the same time, the publication and general availability of the bulk 
of technical information to all who wish to use it is just as important to en- 
gineering progress. There are normal balances between published and retained 
information. Over the years in America, individuals and organizations have 
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established balances appropriate to their lines of endeavor which have resulted 
in a rate of engineering progress equaled by no other system. 

We have emphasized these two aspects of information because at present 
neither retaining or releasing can be done in the way and amount necessary for 
maximum progress. Present security implementation interferes with progress 
in both military and industrial atomic applications in a degree which we feel 
warrants reexamination of this problem by the Congress. The vital problem 
of national security is to weigh the gain to America’s progress through the re- 
lease of information versus the deterimental effect on the enemy's progress of 
not releasing it. , 

It was clearly the intent of the Congress to provide latitude in the present 
law toward obtaining the best balance. The Atomic Energy Act (Public Law 
585, 79th Cong.) states as follows concerning the control of information :‘ 

“Section 10. (a) Policy: It shall be the policy of the Commission to control 
the dissemination of restricted data in such a manner as to assure the common 
defense and security. Consistent with such policy, the Commission shall be 
guided by the following principles: 


“(1) ** * 

“(2) That the dissemination of scientific and technical information re- 
lating to atomic energy should be permitted and encouraged so as to provide 
that free interchange of ideas and criticisms which is essential to scientifie 
progress.” 


However in defining “restricted data” the law states: 

“Section 10. (b) Restrictions: (1) The term ‘restricted data’ as used in this 
section means all data concerning the manufacture or utilization of atomic wea- 
pons, the production of fissionable material or the use of fissionable material in 
the production of power but shall not include any data which the Commission 
from time to time determines may be published without adversely affecting the 
common defense and security.” 

In practice the effects of these two clauses are directly opposite. 

The aggregate result is clear. The vast body of important atomic energy 
information is classified. As early as 1948 outstanding engineers examined 
the Government’s atomic activities for AEC as the Industrial Advisory Group, 
chairmanned by James W. Parker. Their report emphasized the need of industry 
for more and better information and the loss to general industrial progress of 
classified technology. Representatives of engineers have contributed to work on 
declassification in the Advisory Committee on Industrial Information to AEC, 
This problem is so vital and the considerations so difficult to balance that we 
believe a thorough reexamination is imperative. 

This statement is concluded with a few comments on the importance of the 
basic recommended changes in the law. The present law was conceived with 
excellent perception of the situation then facing this country and recognition of 
the special problems of atomic fission and materials. Bosically, however, atomie 
energy problems differ from those in other fields only in degree and not in 
kind. We believe the public will benefit if the legal ground rules are changed 
toward those proven by experience as most productive while consistent with 
national security. We believe the changed ground rules proposed to encourage 
engineering advance toward nonmilitary benefits are compatible with the Gov- 
ernment’s program. The development of sufficient weapons and atomic propul- 
sion of ships and planes can proceed effectively through present eontracting 
methods under either the present law or as modified, and each program will 
substantially benefit the other. An investigation of the effect of security has 
been suggested relative to both military and other progress; our other reeom- 
mendations are relative to engineering progress under private auspices. We feel 
the recommendations are essential to a healthy atomic industry effectively utiliz- 
ing the country’s engineering talent. 


STATEMENT OF E. RAYMOND WILSON, FRIENDS COMMITTEE ON NATIONAL LEGISLA- 
TION, ON S. 3323 anv H. R. 8862, ro AMEND THE ATomic ENERGY Act or 1946, 
Firep WITH THE JOINT CONGRESSIONAL COMMITTEE ON ATOMIC ENERGY, JUNE 
8, 1954 


My name is E. Raymond Wilson. I am executive secretary of the Friends 
Committee on National Legislation, 104 © Street NE., Washington 2, D. C. I 
wish to make a few proposals and comments on the revised committee print 
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dated May 21, 1954, of S. 3323 and H. R. 8862, to amend the Atomic Energy 
Act of 1946, as amended. 

President Eisenhower began his February 17 message to the Congress, in 
which he recommended revision of the Atomic Energy Act of 1946, with the 
following words: 


“For the purpose of strengthening the defense and economy of the United 
States and the free world, I recommend that the Congress approve a number of 
amendments * * *. These amendments would accomplish this purpose, with 
proper security safeguards, through the following means: 


“First, widened cooperation with our allies in certain atomic energy matters; 

“Second, improved procedures for the control and dissemination of atomic 
energy information; and 

“Third, encouragement of broadened participation in the development of 
peacetime uses of atomic energy in the United States.” 


There are many provisions in the proposed new bill which would seem to 
encourage enlarged participation on the part of private industry in atomic 
energy development, but seems to completely ignore public development of 
peacetime uses in the field of power for example, thus partially implementing 
the third point of the President’s recommendations. It is more difficult to see, 
however, how this bill will increase international cooperation, or improve the 
procedures for control and dissemination of information. To the contrary, it 
would seem to establish new road-blocks in both these areas, 


PROPOSALS FOR AMENDMENTS 


1. Support for universal guaranteed disarmament 


In view of the proposals made by the United States since 1946 for interna- 
tional! control of atomic energy and the outlawry of the use of atomic weapons, 
I would recommend a paragraph early in section 1, Declaration, and section 38, 
Purpose, embodying the following idea as being the purpose and intent of the 
United States: 

“A program to encourage the continuation of efforts by the United States to 


secure international agreements, within the United Nations, for guaranteed 
universal disarmament including the world wide prohibition of the manufac- 
ture and use of weapons of mass destruction and agreements for the use of 
atomic energy for peaceful purposes only.” 

This would be in line with the initiative taken by the United States in the 
Acheson-Lilienthal report and in the Baruch proposals placed before the United 
Nations, and with the majority plan recommended by the United Nations Gen- 
eral Assembly. It should be the unwavering purpose of the United States to 
secure enforceable universal disarmament and the elimination of atomic weapons. 
Yet the Assistant Secretary of Defense, Donald A. Quarles, said on June 4 in his 
testimony, “From a strictly military standpoint it should be recognized that the 
more nearly atomic weapons can be treated as conventional weapons, the more 
surely can their maximum defense values be achieved.” No one should under- 
estimate the difficulty of securing a workable disarmament agreement with the 
Soviet Union, nor the imperative need for earnestly and sincerely and persistently 
trying. No one need dwell before this Committee on the potential destructive- 
ness of a hydrogen war, the peril the world is in until the armaments race is 
halted, nor the inability of even hydrogen weapons to prevent or solve outbreaks 
like those in Korea or Indochina. 


2. Support of the President’s proposal for international atomic pool for peaceful 
purposes 


Perhaps the most electrifying speech which President Eisenhower has made 
since his inauguration was his address before the United Nations General Assem- 
bly on December 8, 1953, when he outlined briefly his proposal for an international 
pool of atomic energy for peaceful purposes. In spite of the unwillingness of the 
Soviet Union so far to agree to their joining such an international pool, the idea 
remains a very constructive proposal that should be ardently supported and made 
a reality. 

I would suggest again in section 1 and section 3 that the following idea be 
embodied in suitable language: 

“A program to further the proposals of the President on December 8, 1953, 
before the United Nations, to create an international pool for the use of atomic 
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energy for peaceful purposes without waiting for an international agreement for 
the outlawry of atom and hydrogen bombs ;” 

Section 3e on page 4 of the committee print dated May 21, 1924 is an improve- 
ment over the Cole-Hickenlooper bill but I think that specific support of the 
President’s proposals for an international atomic pool for peaceful purposes 
should.be spelled out in an additional paragraph following section 3 (e). 


$8. Additional section in chapter 11 before section 121 


I would suggest another section under chapter 11 on International Arrange- 
ments, prior to section 121, stating here again that the basic intent of the United 
States is to secure international agreements for the elimmMmation of atomic wea- 
pons and for the development of the peaceful uses of atomic energy as proposed 
by the President. 


4. Revision of secs. 121, 122, and 123 


Sections 121, 122, and 123 need, in my judgment, to be redrafted to develop the 
ideas proposed in the above new section, and to divide the provisions for peaceful 
uses from the provisions for military use. Section 123 deals more, it would seem, 
with regional defense arrangements than with disarmament agreements or 
agreements for the use of atomic energy for peaceful purposes, so that it would 
be better to divide these provisions in the act. For the control of atomic energy 
and its peacetime uses, it would seem unwise to place as many limitations in a 
domestic law when it should be our determined policy to secure the best possible 
international agreements. If each nation were to legislate in detail in advance, 
the problem of securing constructive international agreements would be enor- 
mous, if not impossible. 

Section 123 seems to place so many restrictions on exchange of information 
that real international cooperation in the field of atomic energy would be made 
very difficult. Furthermore, if the United States is so unwilling to share infor- 
mation with the other members of the United Nations, how can we look forward 
to an international sharing of actual materials through implementation of the 
President's proposal for an atomic pool for peacetime use? 

5. Declassification and exchange of scientific information 

Scientific progress is made by the widest possible exchange and dissemination 
of scientific information. We are disturbed by the elimination of section 145 (c) 
of the Cole-Hickenlooper bill providing that “no restricted data shall be so 
classified for more than 3 years after its origination or after its redesignation 
unless there is a specific finding made within six months preceding the end of 
any such 3-year period that the common defense and security require that that 
restricted data retain its classification for an additional period of up to 3 years 
beyond the end of the preceding period.” 

Section 145 (c) of the bill as originally introduced would have put the burden 
of proof on the Atomic Energy Commission for continuing secrecy rather than 
the other way round. The elimination of some such provision for emphasizing 
the release of information would seem to be a serious step backward. 


6. Overemphasis on secrecy 

While sections 227 and 228 of the committee print dated May 21, 1954, are 
considerably improved over the similar provisions in 8S. 3323 and H. R. 8862, 
yet they raise serious questions about scientific discussions, the writing of 
articles and news and the publishing in newspapers and magazines of informa- 
tion on atomic energy. 

William A. Higginbotham, member of the executive committee of the Federa- 
tion of American Scientists, in testifying before your committee on May 17, 1954, 
said, as you will recall: 

“We now need not more secrecy, spreading more widely, but secrecy more 
realistically and effectively administered in the narrow areas which specifically 
require it. The general, and very practical, principle which we advocate in 
regard to classification of information and security clearance procedures is that 
it is better to have a high fence all around a small area than to have a low 
fence around a large area.” 

I doubt very much whether this proposed amendment goes as far as it should 
in removing unnecessary secrecy about facts which the citizen, the taxpayer, 
the victim in case of hydrogen war, should know. 


7%. Civilian control and democratic procedure within the Commission 


The final bill to be presented to the Congress and the accompanying report 
ought to spell out the principle of civilian control not only in theory but in fact 
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and in personnel on the Commission. The Chairman of the Commission is 
frequently referred to as Admiral Strauss. Other former high-ranking military 
officers have been mentioned in the press as possible nominees to the Commission. 

The report 1211, dated April 19, 1946, entitled “The Atomic Energy Act of 
1946”, states on page 11 the purpose of the original Atomic Energy Act in regard 
to civilian control as follows: 

“The Atomic Energy Commission is the principal administrative body estab- 
lished in the bill * * * The Commission is composed of five full-time civilian 
members, appointed by the President and confirmed by the Senate * * * The 
decision to limit membership eligibility to civilians was adopted by the com- 
mittee in keeping with established traditions of our Government. It accords with 
principles cherished and maintained throughout American history * * *.” 

The joint committee has already had before it at length the question whether 
the designation “principal officer” of the Commission places undue and unneces- 
sary power and control in the hands of the Chairman. 

One major problem which may arise from a centering of authority in the 
Chairman of the Atomic Energy Commission, particularly if that Chairman is a 
former military career man, is the tendency for increased restrictions on the 
publication of information, and ultimately a limitation of debate itself. In 
as momentous an area as this one, where decisions involving the lives and hopes 
of millions can be made, moral and humanitarian values as well as military 
strategy and political expediency must be considered, and debated in the publie 
forum wherever possible. Possible one-man control of the Commission—coupled 
with the new restrictions in sections 227 and 228—would seem to be an im- 
portant obstacle. 

The uneasiness of the public in regard to civilian control and democratic con- 
trol has been intensified by the case of J. Robert Oppenheimer, former Chairman 
of the Advisory Committee of the Atomic Energy Commission. Part of the 
charges against him were that he had questioned the moral and political 
wisdom of making hydrogen bombs. Is honest criticism or earnest dissent on 
policies that may affect the lives of millions in the future course of history to 
be outlawed in the name of military security or military secrecy? 

* + * * * * nS 

The Friends Committee on National Legislation has not defined its position in 
regard to the transfer of atomic development from public to private auspices. 
But might one ask a few additional questions about this proposed bill? 

1. Has the public interest been sufficiently protected in the proposed licensing 
and patent provisions in opening up to private enterprise an investment which 
has already cost the taxpayers more than $12 billion? Are the proposed provi- 
sions such as to foster real competition in the field of free enterprise, or to give 
undue or unfair advantage to companies already in the field with contracts 
with the Government and consequently inside experience? 

2. Why should there be a double standard for patents so that the United States 
can refuse to grant, or can comandeer, a possible exclusive patent that affects 
military weapons, but must issue patents for peaceful development? Is the 
public interest in peaceful development less than in the military use of atomic 
energy ? 

3. Has sufficient opportunity been given to development projects like to TVA 
or to municipal and other publicly owned utilities to benefit from this new re- 
source before its exploitation by private companies for private profit? 

* a a */” 8 * t 

The brief time for hearings this year on an actual bill, the seriousness of the 
issues which we have raised and of many which we have not raised but which 
have been presented by other witnesses or in the public press, the scant amount 
of debate which can take place in the remaining few weeks of this session, all 
combine to raise the serious question whether Congress ought to act on such 
a far-reaching measure before adjournment. Personally, I am seriously inclined 
to doubt it. 


Tue Narionar Eprrortat ASSOCIABION, 
Vay 19, 1954. 
Hon. W. STERLING COLE, 
Joint Committee on Atomic Energy, 
House of Representatives, Washington, D. C. 

Dear Mr. Core: The National Editorial Association is the national trade 
organization of the weekly and small daily newspapers of the Nation, with a 
total membership of nearly 6,000. Our members are concerned over certain 
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features of H. R. 8862 and S. 3323 having an impact on the newspaper publish- 
ing business. We would like to have this statement included in the hearings 
record. 

It is generally agreed that the press depends on the free and steady flow of 
news. The pending measures retain section 141 (b) of the Atomie Energy Act 
of 1946 which was expressly designed to encourage the dissemination of scientific 
and technical information relating to atomic energy. The desirability and 
effectiveness of this provision has been clearly demonstrated in recent years. 

We are apprehensive that the newer amendment (sec. 223 (e)) in the pend- 
ing bills may jeopardize writers and others engaged in publishing news about 
installations of facilities and atomic matters. It seems to us that this section 
needs clarification, largely because it is couched in vague language. The clari- 
fication should be made by the Congress rather than by an administrative agency. 

The words “having reason to believe that such information is restricted data” 
would require newswriters to take numerous precautionary steps to determine 
what is explicitly forbidden by law and what is permissible. From the prac- 
tical side of news gathering, the compulsions of this section would in effect make 
reporters hesitate to write about new privately owned or Government-operated 
construction of facilities in their area. The extension of the restrictions to 
contractors and their employees as to what information is classified raises a 
question of harrassing complications, in that it would be anybody’s guess as to 
what information is classified data. 

Other sections of the bill retain definite prohibitions against disclosures with 
willful intent and other activities affecting national security. In view of these 
safeguards, we seriously question the need for section 223 (e) of the pending 
bill. 

Very truly yours, 
Ep M. ANDERSON, 
Chairman, NEA Legislative Committee. 


New York Boarp or Trape, INc., 
New York 7, March 22, 1954. 
Hon. W. STertine Core, 
Chairman, Joint Committee on Atomic Energy, 
Room F-88, the Capitol, Washington, D. C. 

DraR CONGRESSMAN COLE: President Eisenhower, in a special message to 
Congress, recommended changes in the laws governing the use of atomic energy 
and the secrecy surrounding it. After study, the executive committee and the 
board of directors of this organization, unanimously adopted a motion approving 
of the President’s recommendation. I enclose herewith, a copy of this resolution. 

The Board respectfully petitions you to give this matter your thoughtful con- 
sideration and we express the hope that you will support legislation to this 
end, 

Sincerely yours, 
M. D. GrirritrH, 
Executive Vice President. 


RESOLUTION 


Whereas in a special message to Congress, President Eisenhower asked the 
legislators to write laws that would: 

Permit private industry to own or lease uranium and other fissionable mate- 
rials and plants that produce these materials; 

Allow private industry to own and operate atomic reactors; 

Enable Government to issue private patents covering the production of fission- 
able materials as well as their use; 

To authorize the Government to supply private industry working on atomic 
projects with special materials and services: Now, therefore, be it 

Resolved, That the New York Board of Trade supports in principle the recom- 
mendations of President Eisenhower which would enable, under proper safe- 
guards, American business to lend their efforts in the utilization of atomic energy 
for appropriate purposes of business. 
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New YorK COMMITTEE ON ATOMIC INFORMATION, INC., 
New York 6, N. Y., June 15, 1954. 
W. STERLING COLe, 
Chairman, Joint Congressional Committee on Atomic Energy, 
Capitol Building, Washington, D. C. 

Dear Sm: Our committee was organized in early 1948, with the express pur- 
pose of “creating an awareness on the part of the people of the city of New York 
that atomic energy is their business and within the realm of their understanding.” 

Our activities have been conducted through various subcommittees. 

Enclosed herewith is a statement prepared by the members of our legal and 
industrial subcommittee, which we respectfully ask that you include in the 
record of the hearings held in conjunction with the proposed bill to amend the 
Atomic Energy Act of 1946. 

Respectfully yours, 
Murray S. Levine, Chairman. 


To the Chairman and Members of the Joint Congressional Committee on Atomic 
Energy: 

Russia has achieved a stockpile of atomic bombs, but refuses to achieve inter- 
national control of atomic energy. Our Atomic Energy Act of 1946 must, there- 
fore, be revised without delay. 

The members of our legal and industrial committee are fully conversant with 
the 1946 act and the proposed bill of 1954 which is intended to meet the re- 
quirements of the day. 

We have also attempted to keep abreast with the changes in national and 
international conditions in the interim years, which in one way or another, 
affects our atomic energy program. 

Our studies have been exciting and stimulating, and has allowed us to ob- 
serve the greatest human drama in the history of the world. Your consideration 
today of the new law, is an exceedingly important part of the drama on 
which the final act may be based. 

As lawyers, we have attempted to remain objective in our studies. As citi- 
zens, we find that our objectivity must necessarily be tempered with concern, 
for in our judgment, the legislation you are considering is the key to America’s 
future safety, welfare, and security. It is for that reason we submit the 
thoughts and recommendations contained in this statement. 

To begin with, your committee is to be commended for the way it has pro- 
ceeded to solve the complex problems involved. The task has not been easy 
considering the enormity of the issues. We have observed with admiration the 
contributions made by certain members of your committee who obviously have 
earried the brunt of the work. Their perseverance, wisdom, and logie will add 
to the strength and stature of our Nation. We regret that other members of 
your committee have been conspicuous by their absence at these important hear- 
ings, and have, therefore, not given the American people the full benefit of their 
individual thoughts on the issues involved. 

We are in full accord with the basic concepts of the proposed act, since we 
agree that our common defense, security and welfare, will be increased by 
encouraging maximum private industrial participation in our atomic energy pro- 
gram. We feel that the maximum exchange of information with the rest of 
the free world will strengthen the economic and military capabilities of our 
Allies, and thereby indirectly help us. We also agree that the provisions of the 
act dealing with licensing and inspection will help achieve at this stage the 
gradual shift from a Government monopoly to a system of free enterprise. 

We have, however, singled out a number of issues which we believe deserve 
special emphasis and consideration on your part. 

First, as members of a quasi-educational group, we have recognized and feel 
concerned about the excessive secrecy and restraint of release of information to 
the public. Gordon Dean, in a speech made on March 15, 1950, voiced deep con- 
cern about the apparent ignorance of the American people of our atomic energy 
activities. He said then: 


Consequently, the need for keeping the people informed about atomic 
energy is great. The obligations to keep them informed is heavy. It may be 
that some time when our leaders in an emergency cry out in desperation for 
public support of some vital matter of the hour, they will be met with 
apathetic silence from an uninformed populace. This of course, would be 
tragic. 
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Both David Lilienthal and the late Senator Brian McMahon were also so 
concerned. 

You should take heed of these warnings, for in our opinion, the American people 
have become far removed from the atomic energy program, largely because of 
excessive secrecy. The consequences are apparent at these hearings. While 
you struggle with the problems of atomic energy and explore the issue of private 
participation, the minds of the American people are engrossed in the issues of 
Private Schine. Undoubtedly you will agree that the relative importance of 
the Schine hearings and the atomic energy hearings in a healthy atmosphere, 
would not place Private Schine before the public eye, as the paramount issue of 
the day. But it is so, and as the American people receive a televised blow by 
blow description of the Schine hearings and hang breathlessly on each word, 
and gesture of the participants, you struggle in an almost complete vacuum with 
gigantic problems involving the very survival of the Nation. Such an arrange- 
ment is not logical. It is not fair to both you and the people, and it did not 
come about by accident. The barrier of excessive secrecy has slowly paralyzed 
one of the fundamental requirements of our democracy—public opinion. We 
agree that atomic energy should be controlled to best serve our interests, But 
We oppose any theory or practice that will allow atomic energy to control the 
emotions, the fears, and the wisdom of the American people. Atomic energy 
must always remain our servant and never our master if we are not to lose the 
very things we are trying to protect. 

Second, our second point relates to safeguarding the public investment in our 
atomic energy program. The American people have invested to date approxi- 
mately $12 billion in our atomic energy program. What methods have been 
provided to safeguard this investment and the moneys to be spent by the people 
in the years to come? Are we taking necessary steps to prevent the building of 
an atomic empire within our country at the public cost? 

Section 42 (b) of the bill, provides in part that the “Commission is authorized 
to make and continue in effect contracts with persons obligating them to produce 
special nuclear material in facilities owned by the Commission.” In effect 
this provision does not change our present method of operation of the Govern- 
ment atomic energy facilities where, as in the past, the Government foots the 
entire bill for the operation of our atomic energy plants by private enterprise. 
Does such a basic arrangement protect the public investment? We don’t think so, 

Our atomic energy program consists of both the tangible and intangible. 
Tangible in a sense of plants, equipment and property, and intangible, in the 
sense of brains and training of the people who are employed in research and 
production. We consider the intangible assets more valuable in our overall 
efforts than the tangible. We believe that the safeguarding of the intangible 
assets has been neglected. 

Our present procedure on plant operations leads to the spending of countless 
millions of dollars for the training of personnel employed by contractor-em- 
ployees. It is entirely conceivable that these valuable assets of brains and 
training may some day be channeled out of our Government facilities for the 
benefit of private companies, and to the detriment of the country. This may be 
particularly true should atomic energy expand into private channels. We feel 
that as long as it is necessary to continue Government control over the operation 
of this vast new industry, it is imperative that the control be extended over the 
thousands of people employed in the plants in a way where Government 
expenditures inures solely to the benefit of the country. 

Third, we propose changes in section 1 entitled “Declaration” which will 
clearly indicate past achievements and future potential of atomic energy, as well 
as clearly enunciate the policy of the United States on national and international 
control of atomic energy, as follows: 

It has been demonstrated in the past decade that atomic energy is capable 
of any application for peaceful as well as military purposes. It is, therefore, 
declared to be policy of the United States that (a) The development, use, 
and control of atomic energy should be directed so as to promote world peace 
and make the maximum contribution to the general welfare, increase the 
standard of living, and further the system of private enterprise, subject 
to the paramount objectives of making the maximum contribution to the 
common defense, security; and (b) common defense and security can be 
best secured by constantly striving for adequate international control of 
atomic energy and the maximum participation by private enterprise and 
others in the development and utilization of atomic energy for peaceful 
purposes. 
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Fourth, section II (a) is completely at variance with our official policy of 
international control of atomic energy. In our opinion, it provides ammunition 
to the Communist forces thatour country is primarily interested in atomic energy 
for military purposes and not for international control. 

Fifth, section 23 of the proposed act contradicts the recognized need for 
dispersal of important Government agencies. 

Sixth, section 25A of the proposed act should not set a limit on the number of 
divisions to 10. Our experiences in the first act indicated that the rapid expan- 
sion of atomic energy program required the formation of new divisions through 
administrative channels. We see no harm in not restricting the number of 
divisions so as to keep their formation flexible by law. 

Seventh, we recommend that section 26 be deleted since under section 161 (a), 
the Commission is authorized to establish advisory boards to advise and make 
recommendations to the Commission on legislation, policies, research, and other 
matters. Ten years of expansion has created a core of competent nuclear 
scientists, engineers, within and outside of Government jurisdiction upon whom 
the Commission can rely for advice and recommendations. 

Instead, we propose the creation of an industrial advisory committee to assist 
the Commission in developing rules and regulations affecting industry, in such 
fields as licensing, inspection, pricing, and release of industrial information. 

Highth, section 144 (b) should be very closely examined in light of our inter- 
national requirements. We question the advisability of restricting exchange of 
data with such other nations or organizations “who have made substantial and 
material contributions to the mutual defense and security.” This section, as now 
written, in our opinion is very vague and indefinite. It leaves open for specula- 
tion, the real intent of Congress. It is so vague and broad that it may even be 
interpreted as a discriminatory measure against smaller powers in NATO, who 
are also making substantial contributions in proportion to their resources, 

Ninth, we suggest that section 145 (c) be changed to provide for review of 
classified matter each year instead of every 3 years, in order to discourage 
overclassification and encourage the maximum release of information to the 
American people. 

Tenth, we recognize the extreme responsibilities reserved to your committee 
under chapter 18 of the act. We agree with these reservations knowing that 
your committee should never lose sight of the fact that it is the watchdog of the 
Atomic Energy program on behalf of the people of the country. 

However, it is our opinion, that your committee has one additional respon- 
sibility which it must assume with force and vigor. We are convinced that it is 
your responsibility to not only act as a watchdog committee, but as an official 
Government body charged with the responsibilities of interpreting the progress 
of our atomic energy program in a way where Congress and the American 
people will understand the political, social, international, and economic implica- 
tions of this gigantic undertaking. This is your job and you are the only group 
that can officially and concretely accomplish this important requirement of the 
day. It is suggested that you charge yourself with this responsibility in the 
law, and issue an annual statement for public consumption, which will help the 
American people to interpret their new responsibilities. 

We hope that some of the suggestions we have made may prove of value. It 
is distrubing to realize that the voice of the American people has been muffled 
and restrained at these hearings. The full participation of a well-informed 
public, would surely have added to the value of these hearings and would 
undoubtedly have eased the heavy burden placed upon your shoulders. The 
first 10 years of our atomic energy efforts can be called the age of enigma. We 
hope that the new law will change the atomic age into an age of understanding 
and actual participation by the American public. 

Such a condition will come in existence, if under the provisions of the new 
law you will arrange it so that atomic energy will always remain “our servant 
and never our master.” 

Respectfully submitted. 

Dr. L. C. LonGcarzo, Chairman. 
Murray S. Levine, Secretary. 
Dated, New York, June 15, 1954. 
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Aprit 30, 1954. 
Dr. CHAUNCEY STARR, 
North American Aviation Corp., 
Downey, Calif. 

Dear Dr. Starr: In your testimony before the Research and Development 
Subcommittee cn March 4, you made reference to “a lot of inquiries from foreign 
countries—educational institutions and research institutions—on such devices 
and their availability,” referring to research reactors and reactors for medical 
therapy. 

It might be of assistance to the committee in its consideration of H. R. 8862, 
a bill to revise the Atomic Energy Act, if you could supply us with a list of the 
inquiries to which you referred. 

Thank you very much for your assistance. 

Sincerely yours, 
CorBINn ALLARDICE, Brecutive Director. 


NogtH AMERICAN AVIATION, INC., 
May 10, 1954. 
Mr. Corsin C. ALLARDICE, 
Pzecutive Director, Joint Committce on Atomic Energy 
Congress of the United States, Washington, D. C. 

DeaR Mr. ALLARDICE: In reference to your letter of April 30 requesting sup- 
plemental information on the inquiries we have received concerning research and 
medical reactors, I am enclosing a list of such inquiries. 

We have included in this list only those requests for information which appear 
to have been motivated by a direct interest in utilizing such equipment. Requests 
from trade publications, professional personnel and others where the request 
appeared to be primarily for informational purposes have not been included in 
this list. For convenience the enclosed list has been arranged in categories of 
universities, research institutions, industries and foreign. 

I hope the above information is of use to the joint committee. We would be 
pleased to furnish any further information which might be of assistance. 

Sincerely yours, 
C. Starr, Director. 

Enclosure: List of inquiries on research reactors. 


SUMMARY OF INQUIRIES ON RESEARCH AND MEDICAL Reactors, ATOMIC ENERGY 
RESEARCH DEPARTMENT, NORTH AMERICAN AVIATION, INO, 


UNIVERSITIES 


University of California Medical Center, Los Angeles 
University of California School of Engineers, Los Angeles 
University of California Radiation Laboratory, Livermore 
University of Colorado, Boulder, Colo. 

Columbia University, New York City 

Massachusetts Institute of Technology, Cambridge, Mass. 
Miami University, Oxford, Ohio 

University of Michigan, Ann Arbor, Mich. 

University of Minnesota, Minneapolis, Minn. 

Pennsylvania State College, State College, Pa. 

Purdue University, Lafayette, Ind. 

State College of Washington, Pullman, Wash. 

University of Texas, Austin, Tex. 

Texas Agricultural and Mecheanical College, College Station, Tex. 
University of Utah, Salt Lake City, Utah 


RESEARCH INSTITUTIONS 


Armour Research Foundation, Chicago, Tl. 

Battelle Memorial Institute, Columbus, Ohio 

Bell Telephone Laboratories, Murray Hill, N. J. 
Brookhaven National Laboratory, Upton, Long Island, N. Y. 
Columbia Medical Center, New York City 
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Mayo Clinic, Rochester, Minn. 

U. 8S. Naval Hospital, Bethesda, Md. 

Office of Naval Research, Chicago, Il. 
Watertown Arsenal, Watertown, Mass. 
Wright Air Development Center, Dayton, Ohio 


INDUSTRIES 


Mallinckrodt Chemical Works, St. Louis, Mo. 
North American Philips Co., Mount Vernon, N. Y. 
Standard Oil Development Co., Linden, N. J. 
Westinghouse Electric Corp., Pittsburgh, Pa. 


FOREIGN 


Mr. W. Nat. Caton, Consulting Engineer, Sydney, New South Wales, Australia 

French Embassy, Washington, D. C. 

Prof. W. Fuchs, Director, Chemisci-Technisches Institut, Der Rheinish-West- 
falischen Technischen Hochschule, Aachen, West Germany 

Prof. Otto Gamba, Director, Departmento Investigaciones Cientificas, Compania 
Energia Atomica, Buenos Aires, Argentina 

University of Mexico, School of Medicine, Mexico City 

Dr. R. K. Sas, Scientific Consultant, Westboro, Ontario, Canada 

Mr. U. Sase, Far East Mercantile Company, Ltd., Tokyo, Japan 

Dr. K. E. Zimen, Laboratory of Nuclear Chemistry, Chalmers University of 
Technology, Goteborg 5, Sweden 

Drs. J. L. de Roos, Research Laboratorium Voor de Industrie, Technisch Natuur- 
kundig Bureau Service, Den Haag, The Netherlands 





STATEMENT OF BLUCHER A. PooLe, CHAIRMAN, SANrTARY ENGIneertnae Drvision, 
ASCE, Wiru Recarp To S. 3323, Brrr To AMEND THE ATomMiIc ENERGY ACT 


My name is Blucher A. Poole. I am chairman of the Sanitary Engineering 
Division, American Society of Civil Engineers, and I am making this statement 
on behalf of that division. 

The American Society of Civil Engineers with a membership of about 37,000 
is the oldest national engineering society in the United States with branches 
throughout the country. Sanitary engineers of Federal, State, and local public 
health agencies, of consulting engineering firms, and of industrial organizations 
constitute the bulk of the 3,700 members of the Sanitary Engineering Division. 
The American Society of Civil Engineers as a technical society is concerned with 
the adequacy of the location, planning, design, and construction of our atomic 
energy installations. The sanitary engineering interests include water supply, 
sewage and industrial waste treatment and disposal, and control of other condi- 
tions of the environment for the protection of the health and safety of industrial 
workers as well as the general population. 

Our interest in this bill lies particularly in those sections that define the pro- 
visions to protect health and minimize hazards to life or property and in the sec- 
tions that relate to the authority of the Commission to make such provisions. A 
major problem of health and safety is the provision of adequate facilities and 
administrative systems for the control, handling or disposal of source, special and 
byproduct materials as defined in this act. Of particular concern is the planned 
disposal or accidental release of radioactive materials and the hazards which 
such materials might create in the environment not only in the vicinity of atomic 
energy operations, but also in distant areas. 

It is recognized that radioactive materials, because of their ionizing radiation, 
constitute a potential hazard to life and health. The limits of permissible expo- 
sures of people to radiation through air and water have been recommended by the 
National Committee on Radiation Protection. In principle the sanitary control 
of radioactive contaminants is similar to the control of other chemical waste 
materials. 

Over the years Federal, State, and local health departments, and other agencies 
have studied the problems of water pollution and cooperatively have developed 
technical and administrative procedures for the control and disposal of domestic 
sewage, industrial wastes, and other environmental contaminants. Our approach 
to the problem of the control of radioactive waste materials and other hazards 
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associated with nuclear energy should take advantage of the background of 
experience of these agencies. 

The 80th Congress enacted Public Law 845 entitled “Water Pollution Control 
Act” after very extensive consideration of the problems involved in the control 
of wastes from public and private enterprises. Public Law 845 declares that the 
policy of Congress is “to recognize, preserve, and protect the primary responsi- 
bilities and rights of the States in controlling water pollution, to support and aid 
iechnical research to devise and perfect methods of treatment of industrial wastes 
which are not susceptible to known effective methods of treatment, and to pro- 
vide Federal technical services to State and interstate agencies and to industries, 
and financial aid to State and interstate agencies and to municipalities, in the 
formulation and execution of their stream-pollution-abatement programs.” Since 
the discharge of radioactive materials constitutes but another example of pollu- 
tion the interest of the States in their control must be recognized. 

At present the responsibility for regulating the discharge of radioactive ma- 
terials and evaluating their hazards is with the Atomit Energy Commission or 
its contractors. The results obtained to date presumably have been adequate 
since the amounts of materials released have been relatively minor and to this 
speaker’s knowledge no known hazard has developed under this arrangement. 
With the expansion and geographical spread of the nuclear energy industry as en- 
visioned in the present act, it will no longer be practicable for the Atomic Energy 
Commission to police and evaluate many of the hazards that may be associated 
with the expanded operations. A logical and reasonable course would be to 
delegate to the States some of the responsibilities for evaluation and control of 
the potential health and safety hazards from atomic energy installations operat- 
ing within their areas of jurisdiction. The Commission should be clearly author- 
ized to follow such a course when the several States are ready to assume and 
perform these functions. This is one recommendation of the Sanitary Engineer- 
ing Division of the American Society of Civil Engineers. 

Expanded nuclear energy operations will result in the discharge, unless re- 
tained and controlled, of considerably larger amounts of radioactive materials 
than are being discharged at present levels of operation. The methods of treat- 
ment and disposal now available were developed to meet immediate emergency 
needs and to handle relatively small amounts of waste materials. In many 
respects these methods of retention or disposal need refinement and should be 
reduced in costs; and they will be increasingly inadequate for the retention and 
disposal of the byproducts of a growing atomic energy industry. Failure to 
devise and perfect adequate byproduct waste handling and disposal procedures 
could retard or possibly nullify the benefits of a full peacetime development of 
atomic energy. This is particularly true of the prospective evolution of a nuclear 
power industry. 

Satisfactory methods of waste handling and ultimate disposal to meet future 
requirements are not known and much further research and development is 
necessary to assure that the public health is not endangered. Therefore, the 
Sanitary Engineering Division of ASCE believes that the Congress should be 
thoroughly cognizant of the magnitude of the radioactive waste disposal problem 
and should make clear its intent that the Commission should sponsor, conduct 
and support adequate research and development to assure a satisfactory solution 
to this problem. We think it appropriate and would recommend that in Chapter 
4— Research, the safe and satisfactory disposition of radioactive waste materials 
and the protection of the general population against the disposal of radioactive 
contaminants should be included among stated objectives of research assistance. 

Our opinions may be summarized as follows: 

1. The inherent responsibilities of the States for the protection of health and 
the supervision and control of the disposal of radioactive wastes should be 
specifically recognized in this act, 

2. The act should emphasize that the Atomic Energy Commission is author- 
ized: (a) to use its facilities as necessary to resolve the sanitary engineering 
and public health problems incidental to the development nad utilization of 
atomic energy; and (b) to mobilize and integrate the facilities of the State 
and Federal public health services and of other appropriate agencies in the 
administration and application of the necessary protective measures. 
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TEXTILE WORKERS UNION OF AMERICA, 
New York 3, N. Y., May 20, 1954. 
Hon. W. STERLING COLE, 
Joint Committee on Atomic Energy, 
Room F-88, Capitol, Washington, D. C. 

Dear Mr. Cote: In view of the current hearings on the subject of atomic 
energy utilization by private industry, may we ask you to include in the record 
the enclosed resolution, adopted on May 7, 1954 at the eighth biennial convention 
of the Textile Workers Union of America. 

Thank you for this courtesy. 

Sincerely yours, 
So_omon BARKIN. 


RESOLUTION No, 23—ATOMIC ENERGY 


The development of atomic energy for military uses has unfolded its tremen- 
dous destructive powers. We must now develop its potential for raising living 
standards and bringing power to new areas. The award of construction contracts 
to build a nuclear reactor in the Pittsburgh area for the generation of electric 
power for industrial uses marks a happy turn. Both single and dual purpose 
reactors must be built to insure the speediest realization of the benefits of this 
atomic power. 

The American people have invested billions in the development of atomic 
power. The secrets have been carefully guarded to insure the safety and security 
of the American people and the free world. The President of the United States 
has pledged that the United States will “solve the fearful atomic dilemma (and) 
devote its entire heart and mind to find the way by which the miraculous inven- 
tiveness of man shall not be dedicated to his death but consecrated to his life.” 

We protest current efforts to amend the Atomic Energy Act to allow private 
industry to obtain the advantages of power developed from nuclear energy. The 
benefits of this fabulous investment by all the people of the United States must 
be distributed to the whole citizenry, not given to the private power pirates to 
exploit for the profit of a few: Therefore be it 

Resolved by the eighth biennial convention of the Textile Workers Union of 
America, CIO, That the Federal Government : 

1. Continue to investigate and develop civilian and industrial uses for atomic 
energy, particularly the construction and operation of reactors for the generation 
of power and its sale to utilities under contracts providing reasonable resale rates, 
giving preference to public utilities. 

2. Safeguard the atomic knowledge developed by the Government from capture 
by present or future monopolies; require that all knowledge and patents devel- 
oped by private groups be available at no cost to the Government; insure careful 
adherence to previously defined standards of business policy in the public interest 
on matters of price, production, research, merchandising and labor policy. 

3. Continue to operate the major installations and applications of atomic 
energy. 


PALMER PuysitcAL LABORATORY, 
PRINCETON UNIVERSITY, 
Princeton, N. J., May 12, 1954. 
Hon, STERLING W. CoLe, 
Chairman, Joint Committee on Atomic Energy, 
House of Representatives, Washington, D. C. 

My Dear Mr. Cote: I appreciate very much your letting me have copies of the 
proposed legislation on atomic energy. It seems to me that the new proposals 
constitute many favorable changes and also demonstrate clearly the desire of 
your Committee to improve the legal situation. 

I would like to offer below a few comments on the proposed legislation. Clearly, 
the most important change which ‘ts proposed is to increase the power of the 
Chairman of the Atomic Energy Commission. However, I do not feel competent 
to comment on this point because I am not sufficiently familiar with the adminis- 
tration of large organizations such as the AEC. My comments will therefore 
refer to what might appear as two minor details in the whole large complex but, 
possibly, two very significant details. 

The more liberal, attitude toward ownership of special materials will surely 
be very salutary. In fact, with our knowledge that the Russian government is 
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producing special materials the present very rigid regulations in this regard have 
become purposeless. It is my opinion that it would be desirable to go further in 
this direction. We would gain, that way, a new degree of freedom without 
sacrificing anything of value. It would be possible to acquire a great deal of 
influence on the atomic energy programs of other countries and have a most 
valuable commodity to sell to those countries if we could export fissionable mate- 
rial. This is still forbidden at the end of the proposed section 103 (cf. also 
secs. 53 and 123). 

What I have in mind is that the Atomic Energy Commission could release a 
sufficient amount of fissionable material to make it possible for other countries 
to build an experimental reactor. (I am thinking in particular of a reactor of 
the swimming pool type.) Such experimental reactors would be dependent on 
our ABC for their supply of new fuel charges to replace the exhausted ones, 
Hence the connection between the foreign atomic energy program and our Com- 
mission would not end with our providing the in‘tial charge for their reactor and 
could not be broken unilaterally. We would be in a position to ask for compen- 
sation for our providing fissionable material in the form of raw materials and 
information concerning developments and discoveries to be made abroad. 

A particularly interesting proposition which might be explored in connection 
with our providing fissionable material for experimental reactors would be the 
establishment of extra-territorial compounds of the United States abroad which 
would contain the reactors. Naturally, these compounds would be accessible 
to the scientists of the host country. Whether or not such an extra-territorial 
compound would or would not be established, the supplying of an experimental 
reactor would surely not jeopardize our own position in the atomic energy field. 
The amount of fissionable material necessary for a swimming pool type reactor, 
for instance, is less than 3 kilograms and does not constitute a hazard to our 
safety. I am firmly convinced that the arrangement as proposed would be of 
considerable value in our relations with foreign governments in the atomic energy 
field. Our providing foreign governments with handy but small experimental 
reactors would also go far in removing the temptation to build large, but for 
experiments less suitable reactors with natural uranium. This is clearly in our 
interest because of the very much larger requirements for raw materials in nat 
ural uranium reactors and because of the capability of such reactors to produce 
fissionable material. 

The second point on which I would like to comment is the patent provisions 
of the proposed law. It seems to me that the performance of private enterprise 
and independent inventors in discovering new methods of producing and utilizing 
fissionable material was on the whole rather disappointing in the past. While 
I would hesitate to blame this entirely on the rigid patent provisions of the old 
law and on the administration thereof, I do think that these were not without 
effect. It is my impression therefore that it would be a mistake to make the 
patent provisions even more rigid, in particular to eliminate the possibility of 
the. judicial review from Section 155. Inventors are a sensitive crowd, easily 
feeling that they have been wronged. Their suspicion of the policies of the 
Patent Department of the Atomic Energy Commission would be very much 
strengthened if the possibility of a judicial review of the decisions of the Commis- 
sion would be eliminated. It is to be feared that particularly the independent 
inventors would entirely abandon this field. 

No need to say I would be very much interested in your reaction to the above 
comments, 

Yours very sincerely, 
EUGENE P. WIGNER 


AMERICAN WATER WorRKS ASSOCIATION, INC. 
New York 17, N. Y., June 18, 195}. 
Hon. W. STERLING COLE, 
Chairman, Joint Committee on Atomic Energy, 
House Office Building, Washington, D. C. 

DeEaR Mr. REPRESENTATIVE: I wish to request the consideration by your com- 
mittee of the potential problem of radioactive waste contamination from indus- 
trial nuclear reactors. 

If the Congress writes into the atomic energy legislation sections authorizing 
the installation of nongovernmental reactor installations for industrial or 
utility power production, there will follow certain problems of disposal of wastes 
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from these reactors which can, if not properly controlled, result in serious water 
pollution. 

Speaking for the American Water Works Association, I recommend to your 
committee that you stipulate in the legislation your present, that industrial 
reactor operators be required to conform to Federal and/or State regulation with 
relation to water use and waste disposal. 

I have filed with the Water Resources Task Group of the Commission on 
Organization of the Executive Branch of the Government, a statement which 
says in part: 

“Your task group should be mindful of the pending modifications of the Atomic 
Energy Act of 1946, particularly as they portend a substantial increase in indus- 
trial water requirements and may, in the absence of foreseeing action, introduce 
a serious problem of control of water pollution by radioactive wastes. It appears 
appropriate for your task force to recommend to the congressional committee 
considering the modification of the Atomic Energy Act, that there be included 
in the act, a definite stipulation that industrial users of nuclear reactors be 
subject to the water pollution control authority of the United States Public 
Health Service at the national level; and, to the authority of the responsible 
agencies in the various States or groups of States, whenever water allocation 
or water pollution control is an intrastate problem. While the potentialities 
of water pollution from nuclear reactor installations are serious, such pollu- 
tion can be controlled if proper technical and engineering counsel is followed.” 

I have also filed with Dr. Walter D. Claus of AEC, a recommendation that 
that agency include in its Statement of Policy relating to disposal of radioactive 
wastes, the following: 

“Whenever, under appropriate legislative authority, industrial nuclear reactors 
are installed and operated, the Commission will provide such guidance for process 
operations, water conservation and waste control as its experience makes pos- 
sible. However, the Commission considers that Federal and State agencies con- 
cerned with water allocation and stream pollution control possess and should 
exercise their authority over industrial reactor operations as they relate to 
water use and waste disposal.” 

I bespeak your consideration of these recommendations. If you wish, I will be 
quite willing to present these ideas at a hearing before your committee. 

The problem is one which has serious potentialities and should be considered 
in your legislative proposals. 

Cordially yours, 
Harry EB. Jorpan, Secretary. 


(Thereupon, at 5:15 p. m., Wednesday, May 19, 1954, the com- 
mittee was recessed, to reconvene subject to the call of the Chair.) 
x 





